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Commonwealth of Pennsyla via

ANTHRACITE COAL INDUSTRY COMMISSION

Room 2126

1528 Walnut Street

Philadelphia, Pa.

W. J. Lauck, Chairman

J. W. Angell, Vice-Chairman
Joseph Agor
M. L. Ernst

July 30, 1938

Honorable George H. Earle,

Governor of the Commonwealth of Pennsylvania,

Harrisburg, Pennsylvania.

Sir:

I have the honor to hand you herewith the Report of the

Anthracite Coal Industry Commission. This includes the

Final Recommendations of the Commission.

The Ad Interim Reports of the Commission of May 15,

1937, were officially submitted by you to the General Assem-

bly, and are available to the members of both Houses.

The report on Bootlegging or Illegal Mining of Anthra-

cite Coal was prepared chiefly by the Commission’s own
staff under the direction of Commissioner Janies W. Angell.

The detailed work was under the charge of P. Bernard Nort-

man as Director of Research, who has also written the larg-

est part of this report. The collection of the original data ob-

tained in the field and the supervision of the field enumer-

ators were directed by Albion A. Hartwell. The editing,

compilation and tabulation of the original data were di-

rected by Miss Dorothy Lasher. The final maps were pre-

pared by John Hastings, of the College of the City of New
York. Charles Moran, of Shamokin, Pa., assisted both in

3



making the maps and in planning the field surveys. The
Commission desires to express its warm appreciation of

the skillful and enthusiastic work of these collaborators in

its survey, and also to Miss Frances Sullivan, its Census

Secretary; to Mrs. Elizabeth Maher, its Office Secretary;

and to the other members of its field and office staff.

The Commission is greatly indebted to a number of State

and Federal officials for their help in compiling and trans-

mitting data, and particularly to Joseph J. Walsh, of the

Pennsylvania Bureau of Mines
;
0. W. Kiessling, F. G.

Tryon, and W. H. Young, all of the United States Bureau

of Mines; Frank Ziegler, of the Pennsylvania Department

of Internal Affairs; G. R. Copland and L. Z. Holcombe, both

of the Pennsylvania Emergency Relief Board; and Emer-
son Ross, of the United States Works Progress Adminis-

tration.

There is also included a series of studies on funda-

mental phases of the anthracite problem. These consist of

a series of reports made to the Commission by experts re-

tained for this purpose by the Commission. These reports

are transmitted for your information and that of the Legis-

lature. The Commission subscribes to the facts and con-

clusions of these reports only in so far as their final report

and recommendations indicate.

Tin* reports on the Marketing Situation of Anthracite

and on the Present Organizations of the Anthracite Oper-

ators and Their Objectives, were prepared by Professor

Richard R. Mead of the University of Pennsylvania; those

on Anthracite Lands, Financial Interrelations and Control

of the Anthracite Industry, Present Financial Status of the

Anthracite Industry, and Anthracite Royalties, by C. V.

Maudlin, Director of the Bureau of Applied Economics.

The report on the History and Significance of Anthracite

Freight Rates was prepared by Lee G. Lauck, under the di-

rection of the Chairman. In this connection, we wish also to

thank the Interstate Commerce Commission for its cooper-
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ation and assistance in the compilation of special data rela-

tive to anthracite freight rates.

The Commission also wishes to express its appreciation

of the invaluable assistance of Hugh S. Hanna of the U. S.

Bureau of Labor Statistics, who has critically read and
edited this final report of the Commission.

Respectfully,

W. Jett Lauck,

Chairman.





SECTION 1.

CONCLUSIONS AND RECOMMENDATIONS

of the

ANTHRACITE COAL INDUSTRY COMMISSION

Philadelphia,

March 31, 1938.





CONCLUSIONS AND RECOMMENDATIONS
of the

ANTHRACITE COAL INDUSTRY COMMISSION

March 31, 1938

The Commission still holds, as it did in its majority Ad
Interim Reports of May 15, 1937, that the ultimate solution

of the anthracite jnoblem may and should be either Federal

or State ownership and operation of the industry, prefer-

ably the former. On the occasion of the meeting called by

Governor Earle at the Governor’s Mansion in Harrisburg

on January 18, 1938, it was thought that this solution of the

anthracite problem was at the point of realization as it ap-

peared that the Federal Government might favorably con-

sider a plan for acquiring Pennsylvania anthracite deposits

and making leases to the anthracite-producing companies.

The Governor, the representatives of the United Mine
Workers, the operators (in their personal capacities), and
the Commission unanimously endorsed this proposal, for it

was realized that such conditions could be incorporated in

Federal leases as to insure tbe rehabilitation and profitable

expansion of tbe anthracite industry. Later, however—and
much to our disappointment—it was found that the Federal

authorities had finally decided not to recommend the crea-

tion of a national anthracite reserve, but to leave the an-

thracite problem entirely to tbe constructive action of the

authorities of the State of Pennsylvania.

Federal Action for Acquisition or Regulation

Now Impracticable

At the present time, therefore, we believe that Federal

action, either with respect to acquisition or regulation of

the anthracite industry, is impossible of realization. Na-

tional interest in anthracite does not now extend beyond

:
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(1) the theoretical need for the conservation of this great

natural resource for generating power, light, and heat; and

(2) its rehabilitation as an aid to general economic recov-

ery. Furthermore, with the exception of an unimportant

fraction of 2 or 3 per cent, all of the anthracite deposits of

the United States are located within the Commonwealth of

Pennsylvania. Other States are not, therefore, directly

interested in the anthracite industry and its difficulties. On
the contrary, more than 30 States are producers of other

fuels—bituminous coal, oil, gas, and coke—all of which are

active or potential competitors of anthracite.

In the light of these conditions, it is unnecessary to state

how futile and impracticable is the proposal that the anthra-

cite industry be acquired or regulated by the Federal Gov-

ernment. A very small degree of support could be secured

for such proposals in the national Congress. Furthermore,

it is obvious that delegations in Congress from other fuel-

producing States would actually oppose legislation designed

to improve the competitive status of Pennsylvania anthra-

cite. The only possible conditions under which congres-

sional action could he obtained, and this is a remote con-

tingency, would be under a Federal legislative program
having for its object the equalization of competitive market-

ing conditions for all fuels entering into interstate com-

merce. Such legislation is extremely desirable from the

point of view of national planning and conservation, but

there are no indications of the development of any effective

movements or support whatsoever along these lines.

However strong a theoretical case for Federal regula-

tion of anthracite may be made—and it would be an ideal

basis for the regulation and rehabilitation of the industry—

its proponents must be said to be devoid of political or

economic realism. It is not only impossible of realization

from a political standpoint but also from the point of view

of competitive conditions affecting the national fuel supply.

To the majority of the anthracite operators (52 per cent

of those in the industry), who, with seeming credulity, pur-
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sue this political and economic phantom of hope, it should

be sufficient to cite the experience of the bituminous coal

mining- industry in its campaign extending from the year

1927 to 1935 to secure Federal regulation.

In this connection, it may be pointed out that there is no

analogy between conditions at present in the anthracite in-

dustry as compared with those which prevailed in bitum-

inous coal mining prior to Federal legislation. Bituminous

coal mining for more than a decade prior to the present

regulatory act had been notoriously overcapacitated, and

was practically insolvent and fundamentally disrupted by

ruinous competition. Its problem was simple as compared
with that of the present-day anthracite industry. It merely

required stabilization in price and production. But it was
only after seven years of sustained and intense effort, with

support from 26 States in which bituminous coal mining op-

erations were located, that legislation was secured from

Congress restricted to price control at the mouth of the

mines. Allocation of production, constructive plans for re-

tiring excess mines, excess land reserves and other impor-

tant provisions were deleted from the original bill. In the

light of this record, the possibility through the Pennsyl-

vania delegation alone in Congress of securing Federal

action to render anthracite cost and price reductions pos-

sible, in order to compete with other fuels in interstate

markets, is unimaginable.

Moreover, the Guffey-Boland Anthracite Bill which is

now pending in the national Congress is based upon the as-

sumption that the anthracite industry is immediately

threatened by disruptive competition and must be stabil-

ized. Actually, quite contrary conditions exist. Anthracite

has been so long conducted under the influence of monopoly
or community of interest policies, that what it requires is a

constructive, expanding program under lower marketing

costs and prices.

As to Federal acquisition of the anthracite industry, or

of its excess reserves of coal land, the policy of the Federal
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administration has been that it would make no move until

every possibility of action along these lines had been ex-

hausted by the Commonwealth of Pennsylvania.

Future Acquisition of Excess Lands By State

The Commission believes that the acquisition of excess

anthracite reserves by the Commonwealth of Pennsylvania

is impracticable at the present time, but we are convinced

that the people of Pennsylvania will, in the future, over-

whelmingly sanction such a proposal when it can be drawn

so as to protect fully the sources of taxation for anthracite

communities. As a matter of fact, it would be extremely

profitable for the State to purchase excess anthracite coal

lands (all lands above those necessary to maintain the pres-

ent annual production of the collieries for the next 25

years), by the issue of deferred-interest-bearing State

bonds. Under such a plan, the State would begin leasing

lands to collieries after 25 years, and within another span

of 25 years its income from moderate royalties would have

paid all interest charges and amortized the bonds originally

issued, thus leaving the State without any cost in possession

of a large anthracite reserve.

Through the proceeds of small royalty payments by the

operators, this large area could be reforested by the State,

and the timber resources, thus created, would in later years

yield a profitable output. The area itself could, in addition,

be converted into fishing and hunting reserves and expan-

sive recreation parks for the people of Pennsylvania.

We recommend, therefore, that future acquisition of the

anthracite lands be studied by a permanent coal commission

when it is established. A detailed study of this phase of the

anthracite problem will be submitted with our complete

report.

We believe, as we have stated, that the people of Penn-

sylvania, when they realize the advantages which would ac-

crue to them from such a proposal, will quickly approve

such action.
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The anthracite industry would be placed in a more ad-

vantageous position itself from the adoption of such a

policy for the reason that its tax and capital costs of carry-

ing- excess land reserves would be eliminated, and it could,

as a consequence, reduce the price of its output and thus

create additional demand for anthracite and additional

employment for anthracite mine workers. From the pro-

ceeds of the sale of excess lands, the operating- companies

would also be able, to a great extent, to liquidate their pres-

ent indebtedness, and provide themselves with the working

capital essential to low production costs and an aggressive

campaign to recapture its old and to secure new markets.

The Commission has exhaustively examined the possi-

bility of putting this plan into execution immediately, but

finds that new sources of tax revenues will have to be found

for many anthracite communities before State acquisition

can be accomplished with a minimum of hardship on those

townships and boroughs where much of the tax revenue is

derived from levies on coal land.

The attitude of the Commission is, in effect, a compro-

mise in so far as excess reserves are concerned. The per-

manent Anthracite Commission recommended in this report

should be authorized and instructed to seek ways and means
for the Commonwealth to acquire these lands. Unless this

is done, the time will come when bankrupt coal companies

can no longer pay their taxes, and the tax revenues will be

abruptly eliminated to the extreme disadvantage of the

communities involved.

State Regulation of Anthracite Industry Only Practical

Course at Present

In the light of an analysis of the comparative possibilities

in the Federal and State areas for legislative action, the

Commission has been forced to the conclusion that State

regulation is the only practical and constructive approach

at the present time to the problem of rehabilitating the an-
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thracite industry. Our unanimous recommendation is for

the General Assembly of the State:

I. To create a Public Service Commission to regu-
late the anthracite industry with specific power
to—

1. Regulate costs and prices of anthracite at the

mine.

2. Establish production quotas by districts and
mines on the basis of a number of factors,

including cost of production, unemployment,
community needs, and marketing methods.

3. Have power to establish non-profit coopera-
tive marketing organizations of the produc-
ers of anthracite to deal directly with the re-

tailers, in order to extend demand for an-

thracite and reduce distribution costs.

4. Be authorized to establish Public Corpora-
tions for the production and distribution of

coal for the purpose of reemployment of mine
workers in bootleg and oilier areas.

5. Have usual powers of examination of books,

to establish uniform accounting, etc.

(i. Take over other State bureaus and functions

as to anthracite.

7. Represent the entire industry in matters of

common interest; e. g., in negotiations over
freight rates, etc.

These constructive recommendations, so far as illegal or

“bootleg” mining is concerned, are based on the assump-

tion that provision of sufficient additional employment in

the collieries to absorb a substantial proportion of the men
now engaged in illegal mining is necessary to put a perman-

ent stop to illegal mining itself. Public corporations owned
and operated bv the State are proposed for this purpose,

not only to absorb the “bootleg” mine workers in the

Southern District but also to reduce unemployment in the

Middle and Northern Districts. Specific data as to the costs

involved and plans which might be followed were submitted

eight months ago for consideration by you and the General
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Assembly and are now in printed form.* A special, com-

prehensive report, including’ a Census and Survey of the

Facts As To Illegal or Bootleg Mining Operations, was also

transmitted to you in printed form on September 21, 1937.

Operators’ Plan for Eliminating Bootleg Mining,

Short-Sighted and Ineffective

The anthracite operators in December, 1937, submitted to

the Commission a plan which they had formulated for the

elimination of illegal mining, as follows

:

(1) Leases on a royalty basis to be made by anthra-
cite operators to those at present operating so-

called bootleg holes.

(2) All coal from bootleg leases to be taken to legi-

timate breakers and none of such coal to be
otherwise disposed of.

(3) The production and deliveries of bootleg coal,

as above set forth, to be limited to the amount
of such coal for which the illegal truckers pro-

vide a market.

(4) Legitimate breaker operators to pay the prices

the bootleg drops and preparation plants are
now paying to the bootleggers for their coal,

plus the royalty to be paid by the bootleggers.

The royalty to be retained by the breaker oper-

ator and paid to the lessor.

(5) Former employes of legitimate collieries work-
ing on bootleg leases to be absorbed by legiti-

mate operations as rapidly as practicable as the

bootleg leases are worked out and abandoned.

(6) The State of Pennsylvania immediately to close

all bootleg drops and preparation plants.

(7) The State of Pennsylvania to prevent the open-
ing of any new or additional bootleg coal boles.

The operators, however, could give no assurance that as

the “bootleg holes” or operations were exhausted under

this plan, the bootleggers would be employed in the legiti-



mate mines. As the average life of bootleg shafts are as a

rule only several months, displaced bootleggers in large

numbers would, therefore, after short intervals, still be un-

employed, and the bootleg areas would require police or

military administration by the State at excessive outlays.

In other words, after a short period, the “bootleg” industry

would be destroyed and no definite opportunities for the

employment of those formerly engaged in illegal mining

would be available.

Moreover, while illegal mining continued under this pro-

posed leasing system, safety and health conditions could

not be maintained by the State. Neither could any assur-

ance be given that union or prevailing rates of pay and
working conditions would be maintained.

The Commission was, therefore, forced to reject this pro-

posal as short-sighted, ineffective, and impracticable.

The Real Anthracite Problem

As a matter of fact, the termination of illegal mining as

well as the general unemployment conditions throughout

the anthracite region is dependent upon a general rehabili-

tation of the anthracite industry itself.

To revive and rehabilitate the anthracite mining industry

and anthracite communities, it is immediately necessary, so

far as possible: (1) to improve methods and reduce costs of

production, (2) to cut drastically railway freight rates,

wholesale and retail costs, and margins and other costs of

distribution, (3) to develop effective marketing methods for

anthracite, especially automatic stokers and other facilities

for “consumer convenience,” including consumer-ability to

buy anthracite-burning equipment on the instalment plan,

and other forms of consumer-appeal practiced by competing
fuels, to the end that anthracite demand and production may
be constantly expanded, old markets regained and new
markets developed, prices reduced., and increased employ-

ment and mass-purchasing power of anthracite mining areas

increased.
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This is the first step of a broad and constructive attack

on the economic, social, and financial problems of the an-

thracite industry. The first objective should be a substan-

tial increase in the present output and sale of anthracite,

obtained especially by large reductions in the price of an-

tliracite to domestic consumers relative to the prices of com-

peting fuels. Any probable increase in output, however, is

unlikely to be great enough to absorb the men now unem-

ployed in the anthracite regions. The second objective must,

therefore, he the development of machinery to find other

occupations for the unemployed within and without the

anthracite region.

The foregoing specific recommendations made by the

Commission are all designed to promote this common ob-

jective. The anthracite Public Service Commission would

not be merely a conventional regulatory body as to prices

and production, but through its planning and investigating

divisions would be authorized to collect data bearing upon
the increased consumption and production of anthracite,

and, if necessary, after public hearings, to impose new poli-

cies upon the industry by executive order.

The proposed non-profit, cooperative market corporation,

to he created and supervised by the Commission, through
making possible unified marketing operations, would effect

great economies and make possible large price reductions

by reducing costs of distribution through limitation of sales

agencies, and wholesale and retail margins to fuel dealers.

It would also concentrate upon the development and sale

of automatic anthracite-burning equipment and consumer
service.

The public corporations, also to be created and adminis-

tered by the Commission, are limited to an aggregate an-

nual production of approximately 4 million tons to he dis-

tributed by the unified, cooperative marketing agencies.

They are designed, as already stated, not only to solve the

bootleg problem but to reduce unemployment throughout
the anthracite region.
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When conditions of employment become more normal,

these corporations may be discontinued by the State or sold

to the industry.

The Commission has had tentative drafts prepared of the

proposed Anthracite Coal Industry Act. In Appendix I of

this report will be found a brief outline of provisions of the

proposed Act.

The Need for Emergency Action

As the Commission has already stated in its previous re-

ports, the Pennsylvania anthracite industry was for many
decades one of the richest and most lucrative monopolies

in the United States. There was no other important known
supply of anthracite on this continent; anthracite wTas un-

questionably the best and most convenient fuel for domestic

heating'; and profits, dividends and royalties swelled in an

ever-increasing golden flood. The fact that the largest part

of the real control of the anthracite lands and operations

lay in the hands of the railroad interests and their bankers

and that these groups channeled most of the anthracite

profits into their own coffers, made no difference
;
anthra-

cite was still a golden monopoly.

In the last ten years all that has changed. Pennsylvania

still possesses the great bulk of all American anthracite.

But anthracite’s monopoly of the domestic fuel market has

gone, perhaps forever. It is no longer unquestionably the

best domestic fuel, and it no longer dominates the domestic

fuel market. Fuel oil, coke, bituminous coal, natural gas

and even electricity have all made tremendous inroads on

anthracite’s former markets, and while their sales have

been increasing steadily, the sales of anthracite have

dropped disastrously.

These facts are available for all to read, and are thor-

oughly set forth in the detailed reports of the Commission
which are now ready for printing and distribution. But the

operators themselves, the distributors, the railroads, and

the various local tax authorities have until recently all
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blindly persisted in treating Pennsylvania anthracite as

though it were still a rich monopoly. This utterly erron-

eous view has been responsible for most of the profound dis-

tress in which the anthracite industry now finds itself.

Within the past five years the realization has come that

anthracite competition with other fuels must be pushed, and

pioneering* work has been done in this direction by the An-

thracite Institute and Anthracite Industries, Inc., but uni-

fied, and sustained action by all concerned, is now absolutely

necessary. It is past high time that the industry itself,

the railroads and people of Pennsylvania awaken to the

real situation.

The peak in anthracite production was reached during

the war, at roughly 100 million gross tons a year. The be-

ginning of the real decline came after the strike of 1925-

1926. From 1926 to 1934 the trends of production, ship-

ments and realizations from sales were all persistently and
sharply downward. In 1934 there was some recovery, but

1935 and 1936 were again below 1934, contrary to the move-

ment of economic activity in most parts of the country.

Production in 1936, at under 52 million net tons, was only

75 per cent of production in 1929; 66 per cent of production

in 1926, ten years before; only 58 per cent of the peak pro-

duction of 1917
;
and was hardly equal to the output of 40

years before.

The output of the anthracite mines in the calendar year

1937 was only 50,037,000 net tons, or 2,000,000 tons less than

in 1936.

The steady shrinkage in output has inevitably been ac-

companied by large operating losses to the aggregate of

the companies since 1932, by declining capital values and
passed dividends, and many of the producing companies
are bankrupt or on the verge of bankruptcy. Prompt, dras-

tic action is necessary to prevent further hardships to labor,

management, and mining communities as well as to the

Commonwealth generally. In 1935, on their own showing,

the working capital of companies producing 90 to 95 per
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cent of the total output was only $9 millions! This is a de-

cline from $70 millions in 1929, and from $111 millions in

1926. In 1932-35, these companies lost a total of $31 mil-

lions, and lost over $10 millions in 1935 alone. Similarly

many of the anthracite railroads, which for decades took

the richest part of the anthracite monopoly’s profits in the

form of high freight rates, have suffered declining tonnage,

operating losses and the threat of even more serious

troubles.

The shrinkage in anthracite output has also been marked
by the appearance of so-called unfair competitive practices,

which threaten the complete collapse of that mutual trust

and feeling of unity among the operators, the maintenance

of which is essential to dealing effectively with the problems

of the industry as a whole.

Finally, the shrinkage in output has been accompanied by

severe and protracted unemployment and by a steady deca-

dence within the anthracite region itself.

The industry employed roughly 152,000 men in 1929, but

employed only some 99,500 in 1936; in 1936 these employed
miners did not average much over 3Yi days of work per

week. The industry has also obviously been utterly unable

to absorb the new generation of boys and young men who
are growing up in the mining region.

Such are the broad facts on the position of the anthracite

industry today. In the aggregate it is a very sick industry;

it is losing money steadily; it is faced with a new era of de-

structive price wars and possible bankruptcies; and it is

totally incapable of caring for the more than 150,000 miners

whom it formerly employed. The real size, power and fin-

ancial worth of the industry are not half what they were a

decade and a half ago.

If anthracite were merely one of the many industries

which have reached a peak, and which then entered on an in-

evitable downward path of contraction, decay and dissolu-

tion, there would be no special case for intervention by the
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State government or any other outside agency. No govern-

ment undertook action to succor—nor should they have done

so—the manufacturers of horse-drawn carriages, or of ker-

osene lamps, or—more recently—of cotton textiles. The

fact of losses to operators and investors is not a sufficient

reason for intervention in the industry itself.

Three outstanding facts, to our minds, however, clearly

justify serious consideration of State intervention in the

anthracite industry.

The first is the fact that anthracite is still one of Penn-

sylvania’s and the nation’s most prized natural resources.

Unrestricted exploitation of an exhaustible natural resource

by private competing groups will not produce the best re-

sults from the point of view of the State or the national

welfare. At one extreme, the competitors combine and a

monopoly results, as was the case in the anthracite industry

before the war. Then prices are far too high, and the rate

of production is too low. At the other extreme destructive

competition develops, as it now has in the petroleum in-

dustry. Then output is too great, prices are too low, and

tremendous waste of natural resources inevitably ensues.

Second, unemployment has been severe in the anthracite

industry for many years, and now amounts effectively to

nearly half of the number of men employed ten years ago.

Relief, works projects and the like are expensive ways of

taking care of the unemployed. State intervention may well

prove to be financially the cheapest way out.

Third, unemployment in the anthracite regions has been

accompanied by illegality on an unprecedented and omin-

ous scale. Unless an enduring expansion of anthracite pro-

duction develops, thus drawing off at least a part of the

pressure of unemployment in the anthracite regions, boot-

legging and other illegalities will later expand, and will

thus imperil the whole structure of law and order in the

entire anthracite area.

Finally, it is manifest to all disinterested students of the
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anthracite problem, that the people of Pennsylvania as a

whole, aside from other considerations than their own di-

rect self-interest, cannot afford to let the factors of complete

decadence continue their destructive effect on the anthracite

industry and property and human values in the anthracite

area. Especially is this true, when it is also evident that

the industry itself, as well as the vast regions dependent

on it, can be quickly and effectively rehabilitated by prompt
and effective action by the State authorities, and without

ultimate costs of any consequence to the people of Penn-

sylvania.

The land area of the anthracite region is one-eighth of

that of the entire State. Approximately one out of every

six people in Pennsylvania’s population of 1930 lived in

the anthracite-producing counties.

According to the special United States Census of 1935,

one out of every ten of the workers in manufacturing estab-

lishments in the State and more than 8 per cent of the wages

paid in manufacturing plants, were reported from the an-

thracite counties. The value of manufactured goods alone

produced in the anthracite area in 1935 was in excess of 318

million dollars.

The Need for the Convening of a Special Session of the

Legislature is Immediate and Imperative

In the light of these facts as to the importance of anthra-

cite as a natural resource, as well as the economic and social

significance of the anthracite region as a whole to the State

of Pennsylvania, it is apparent that constructive action

should be at once taken by the State Administration.

In our opinion the needs of the anthracite industry and of

the anthracite region are urgent and immediate. They fun-

damentally involve also the economic and socal well-being

and progress of the entire State. It is our judgment and

recommendation, therefore, that no considerations of any

form oi- kind he permitted further to delay constructive
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action and that the General Assembly of the State should

be at once convened in special session to enact appropriate

legislation.

It is our firm conviction also that the people of Penn-

sylvania as a whole, when they have become acquainted

with the facts, will, irrespective of party or section, give

whole-hearted support to such a program.

The fact that approximately one-sixth of Pennsylvania’s

population lives in the anthracite counties, definitely de-

pendent on anthracite mining for their economic well-being,

invests the anthracite unemployment situation with an ur-

gency which cannot be lightly neglected or dismissed. That

so large a number of the State’s people are in economic dis-

tress and without hope of being relieved by ordinary meth-

ods, places the problem above all considerations of political

expediency. The continuance of mass unemployment of

mine workers in the compact anthracite areas cannot fail

to have a deleterious effect on the morale of the coal region

public generally. Continued insecurity, as has been dem-

onstrated by the deplorable conditions in bootleg areas, in-

evitably breeds disrespect for vested authority. Further-

more, as the result of unemployment, community confidence

and credit are eventually impaired, property values shrink

and sources of local and state taxes are destroyed.

During the hearings conducted in the coal regions by Gov-

ernor Earle and later by the Commission, bankers, mer-

chants, clergymen and private citizens were unanimous in

urging government action looking toward elimination of

bootlegging and the rehabilitation of the anthracite com-

munities. Many of these spokesmen of the people repre-

sented families which have lived in the coal regions for gen-

erations. Their appearance in the public hearings was no

idle gesture
;
they unhesitatingly testified that in many com-

munities in Northumberland and Schuylkill Counties

W.P.A. projects, relief and coal bootlegging were the major
sources of income. Men of all political faiths, some opposed

ordinarily to interference by government in business, were
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one in demanding that either the. State or Federal Govern-

ment act lo forestall complete economic chaos. Practically

all were of the opinion that the present private system of

anthracite management is totally lacking in possibilities

which would make for expansion in mining and the econ-

omic salvation of the anthracite region.

The duty of the State in an emergency such as now exists

in the anthracite regions is, therefore, clear-cut and impera-

tive. Grave consequences may ensue if the issue is not

faced squarely by those with authority to act, and it is,

therefore, the considered opinion of this Commission, as

already stated, that the State Legislature should immedi-

ately be convened in special session for the purpose of con-

sidering legislation designed to rehabilitate the depressed

areas through constructive State control of the anthracite

industry.

Complete Report of the Commission

Tin 1 complete basic report of the Commission which will

constitute a volume of more than 500 pages has been com-

pleted and will be printed and distributed as soon as finan-

cial arrangements are completed. It represents the work of

engineers, economists, statisticians and other experts. The

inquiries made are comprehensive covering all fundamental

aspects of the anthracite problem. It is largely factual, the

conclusions and recommendations being those of the experts

employed and not necessarily those of the Commission.

The Commission has drawn its own independent conclu-

sions from the facts contained in these studies as well as

from its own separate inquiries in the form of public and

private hearings.

The separate sections of the factual and analytical studies

authorized by the Commission are, as follows:

1. Census of Anthracite Bootleg Industry.

2. Monopoly and Competition in Production and
Marketing of Anthracite, 1895-1937.
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3. Excess Anthracite Coal Lands.

4. Royalties.

5. History of Freight Rates and Their Significance.

6. Financial Interrelations and Control of Anthra-
cite Industry.

7. Present Financial Status of Anthracite Industry.

8. Anthracite Marketing Situation.

9. Constructive Possibilities Relative to Depressed
Or Abandoned Areas.

10. Labor Union Organizations—Historv and Stand-
ards—1902-1937."

11. Present Organizations of Operators and Their
Objectives.

12. Study of Possibilities of Increased LTse of An-
thracite by Anthracite Railroads and the Effect

Upon Production and Employment.

13. Possibilities in the Way of Converting Anthra-
cite Into Electric Light and Power at the Mine-
Head.

Financial Deficit and Commission Records

As the General Assembly was in session only a short per-

iod after the submission of the Ad Interim Reports of the

Commission in May, 1937, time was not available to secure

a supplementary appropriation to cover the inquiries au-

thorized or to meet future expenses. Because of these con-

ditions, the members of the Commission have served with-

out pay from August, 1937, until the present time. Alto-

gether a deficit of $21,205.53 was created up to February 1,

1938.

We have instructed our Executive Secretary to transmit

the accounts to the proper officials to await action by the

next session of the General Assembly.

With the completion of the work of the Commission, we
have also transmitted the files and other data and records

to the appropriate departments at Harrisburg for per-

manent custody.
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We are grateful to you for this opportunity to be of

service. We earnestly hope and trust that the work of the

Commission may be helpful to you in solving the anthracite

problem and result in permanent, constructive benefit to the

industry, the mine workers, and to the anthracite region.

Professor James W. Angell, the fourth member of the

Commission, is now in Europe. We believe that he is in

substantial accord with our analyses and conclusions, but

we are sending him a copy of this report with the request

that he sign and transmit it to you with any comments which

he may wish to make .

1

W. Jett Lauck,

Chairman.

Joseph Agor.

Morris L. Ernst.

1. Commissioner Angell is still abroad but on the receipt of the copy of

this Report wrote to Governor Earle stating that the Report met with his com-
plete approbation and support.
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APPENDIX I

TENTATIVE OUTLINE OF PROVISIONS

OF THE

PROPOSED ANTHRACITE INDUSTRY ACT

Title I—General Purposes

The general purposes of this Act are:

(1) To increase employment in the anthracite coal in-

dustry of the State.

(2) To relieve economic distress and to diminish the

burden of governmental assistance to individuals in the an-

thracite regions.

(3) To secure the largest production and the largest

sale of anthracite which are consistent with the character

of the market for anthracite, the needs of the several an-

thracite communities and the securing of reasonable profits

by the anthracite mine operators and land-owners.

(4) To regulate the prices and production of anthracite

in such fashion as will best fulfill the above purposes, and

(5) To create or authorize such governmental officers

and bodies and to create or authorize such other bodies, cor-

porations or arrangements with or among the several per-

sons and groups involved as will best fulfill the above pur-

poses.

Title II—The Anthracite Commission

(1) There is hereby created the Anthracite Commission,
which shall he appointed by the Governor under the au-

thority of this Act. The Commission shall consist of five

27



members, to lie appointed for terms of
.

years at an an-

nual salary of $ each. Members shall be eligible for

reappointment, and no member shall be removed against

his will before the expiration of his term except after trial

and conviction before the Court on charges such

as conviction for which would suffice to procure the removal

of State Civil Service officers. One member only shall be

appointed to represent the anthracite mine workers. One
member only shall be appointed to represent the aggregate

of the anthracite mine operating companies, the anthracite

land owners and other financial interests in the anthracite

industry. The other three members shall not be drawn
from either of the groups represented by the members just

listed. All members shall be selected without reference to

previous political affiliations, and solely on the basis of es-

tablished reputations for intelligence and integrity. No
member shall retain during his term of service any financial

or other connection with the anthracite industry or with en-

terprises engaged in the transportation or sale of an-

thracite.

(2) The salaries and appropriate expenses of the Com-

mission and its employes and consultants shall be defrayed

by an assessment, not exceeding one-half cent per ton, on

the produced tonnage of anthracite, except as otherwise

provided in this Act.

(3) The Anthracite Commission shall have the follow-

ing powers

:

(a) To subpoena and examine the books of enter-

prises or individuals engaged in the production, sale or

transportation of anthracite within the State or owning
or leasing anthracite lands, and to subpoena and ex-

amine under oatb any individuals engaged in such op-

erations or activities.

(b) To decide upon and publish a uniform system
of accounting for all enterprises or individuals operat-

ing anthracite coal mines or owning anthracite mines,

subject to subsequent modifications by the Commission,

and to require all such enterprises or individuals to

publish at least once a year and as of dates selected by
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the Commission sworn accounts set up under such sys-

tem or systems.

(c) To take over the administration and control of

those parts of the State Bureau of Mines and of any
other State offices or bureaus which are now concerned
with the mining', transportation or sale of anthracite.

A corresponding reallocation of funds for such State
offices and bureaus taken over in whole or in part shall

be made in the State budget and from the general state

revenues.

(cl) To appear as a party in interest in suits or ne-

gotiations affecting the anthracite industry as a whole
or any large part of it (for example, in negotiations

over freight rates or the like).

(e) To prescribe and enforce uniform sizing and
quality standards for all anthracite shipped from mines
in the State and to inspect shipments for purposes of

such enforcement.

(f) To establish production and shipment quotas
from time to time for all existing anthracite mines or

for anthracite lands now virgin, and to impose penal-

ties for infractions of such quotas, as set forth in Title

III below;

(g) To authorize a joint marketing agency to be
formed by a group of or by all of the anthracite pro-

ducers, and to regulate the prices at which this agency
buys from the mines and other activities of the agency,
all as set forth in Title IV below;

(h) To establish regional Public Corporations for

the production and distribution of anthracite with a

view to reemploying idle mine workers in the so-called

bootleg regions and other anthracite areas, and to regu-
late the operations of such Public Corporations, all as

set forth in Title Y below

;

(i) To conduct investigations into and make recom-
mendations on any matters connected with the produc-
tion, transportation or sale of anthracite or with the

ownership or leasing of anthracite lands;

(j) To engage in any other activities not otherwise
specified which the Commission deems necessary or de-

sirable for the achievement of the purposes of this Act

;

and

(k) To engage such employes and consultants as
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the Commission deems necessary for the execution of
its duties.

Title III—Production and Shipment Quotas

The Anthracite Commission shall establish anthracite

production and shipment quotas as follows:

( 1 ) The Commission shall assign quotas to all existing

active anthracite mines, and in its discretion may also as-

sign quotas in advance to inactive mines or to virgin anthra-

cite lands which it is proposed to bring into active produc-

tion within two years.

(2) The quotas shall be stated in terms of number of

tons of anthracite per mine per month for a stated number
of months, ordinarily for periods of not more than six

months at a time.

(3) The Commission shall establish and publish the

quotas from time to time in its discretion, but ordinarily

shall publish the assigned quotas at least one month before

the beginning of the period to which each quota relates.

(4) The relation between quotas for production and

quotas for shipment shall be established as to make a rea-

sonable and lion-speculative allowance for mine consump-

tion of anthracite, the reasonable size of mine stocks, pros-

pective demands, and other relevant factors.

(5) In assigning quotas the Commission shall endeavor

to make such assignments as will best contribute to the

achievement of the purposes of this Act, and shall be gov-

erned by the following considerations:

(a) The character, quality and existing market de-

mand for the particular coals produced at each mine;
(b) The recent production, present capacity and ac-

cessible reserves of each mine

;

(c) The average cost of production at each mine
when all relevant accounting factors are considered;

(d) The degree of unemployment of former anthra-

cite miners in the communities adjacent to each mine,

and the opportunities for non-mining employment rea-

sonably available to such former miners in or near the

adjacent mining communities

;
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(e) The participation or non-participation of the

operators of each existing or prospective mine in the

.joint marketing agency described in Title IV below.
Participation shall be regarded as essential to the

achievement of the purposes of this Act. No partner-

ship, firm, individual or corporation shall be granted
a production quota until they have certified their com-
pliance with this Act,

(6) The unfilled part of any quota of a mine may be as-

signed to the same mine for the next quota period or to an-

other mine or may be left permanently unfilled, in the dis-

cretion of the Commission. But no operator shall himself

sell or otherwise transfer any part or all of the quotas as-

signed to him.

(7) In case the production or shipment of any mine ex-

ceeds the assigned quotas a fine shall be imposed equal to

three times the current market value at the mine or breaker

of the excess. This fine shall be paid at once upon notifica-

tion from the Commission. But the Commission shall have

the power to suspend or remit part or all of any such fine on

an excess equivalent to not more than 10 per cent of any one

quota if the Commission deems that the purposes of the

present Act would be promoted by such suspension or

remission.

(8) Production or shipment in any quota period

amounting to more than 95 per cent but less than 105 per

cent of the quota assigned shall be regarded as fulfillment

of the quota.

Title IV—Pennsylvania Anthracite Sales Corporation

The Commission shall authorize the formation of a vol-

untary joint marketing agency formed by all or any part of

the anthracite mine operators, to be known as the Pennsyl-

vania Anthracite Sales Corporation (hereinafter referred

to briefly as the Sales Corporation). The Sales Corporation

shall be constituted, shall have powers, shall operate, and
shall lie regulated by the Commission, as follows

:

(1) Every anthracite producer or operator shall be eli-

gible to hold stock in the Sales Corporation, and shall be
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assigned one share ot‘ stock for each 10,000 tons of anthra-

cite produced in the 12 months prior to the coming into

force of this Act. Thereafter the shares of the Sales Cor-

poration shall be re-allocatecl to the producers once each

year as of January 1 on the basis of one share for each

10,000 tons of production in the preceding 12 months. Pro-

ducers whose own production diminishes by 10,000 tons or

more from one year to the next shall surrender a corre-

sponding number of shares of stock and shall be repaid the

subscription price of such shares.

(2) The Sales Corporation shall be incorporated under

the laws of the State
;
shall be non-profit making

;
and shall

meet its expenses by an appropriate charge on the sales

realization from the anthracite it handles. Its stock shall

be of $10 par value fully subscribed at or before issue, and

entitled to one vote for each share. The shares of such

stock shall not be transferable or negotiable except as pro-

vided in section 1 above.

(3) The Directors of the Sales Corporation shall be

in number, shall be elected by the stockholders for one-year

terms, and shall serve without compensation. They shall be

empowered to appoint the necessary officers, other per-

manent staff and consultants of the Sales Corporation, sub-

ject to the approval of the Anthracite Commission, and to

conduct the business of the Sales Corporation as provided

in this Act,

(4) Every stockholder of the Sales Corporation, as one

of the conditions of receiving stock, shall sign a written

contract to sell all anthracite produced by him to the Sales

Corporation alone, except for legitimate mine consumption.

Such contracts shall be enforceable at law. Any violation

by the stockholding producer shall be punished by a fine

equal to three times the current market value of the anthra-

cite sold in violation of the contract. Such fines shall be

payable at once upon notification from the Sales Corpora-

tion
;
but after payment the stockholding producer involved

may appeal to the Anthracite Commission, and the Anthra-

cite Commission shall have power to reverse the findings of
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the Sales Corporation or to remit such lines in the case of

the first offense.

(5) The Sales Corporation shall purchase anthracite

from its stockholding producers as it receives orders for

such coals, distributing its own orders equitably among the

several producers in harmony with the quotas assigned by

the Anthracite Commission under Title III above and en-

deavoring as far as possible to maintain previously existing

trade and market connections. The Sales Corporation shall

collect the amounts due for the anthracite it sells and de-

duct from such receipts the charge for its expenses referred

to in Section 2 of this Title. The Sales Corporation shall

not itself lend to its stockholding producers or to the dis-

tributors to whom it sells, either on open account or in other

ways, nor shall it endorse any paper. But if the distributors

to whom it sells desire their purchases to be financed and

if the particular producer whose anthracite they are buying

consents, the Sales Corporation shall act as intermediary to

arrange the financing of such distributors by such pro-

ducers.

(6) The Sales Corporation shall establish from time to

time and shall publish the prices to be charged at the mine
by its stockholding producers for the several sizes and
qualities of anthracite and the relations between such

prices, and such prices when published shall be binding on

such producers until changed by the Sales Corporation; but

before establishing or changing any price the Sales Cor-

poration shall obtain the written approval of the Anthracite

Commission. The Anthracite Commission shall also have

the power to establish or change such prices on its own
motion, and the Sales Corporation shall at once comply with

such action. The price for any one size and quality of an-

thracite shall be uniform to all such producers except as

specified in Section 8 (e) below, but different qualities may
be given different prices. In establishing such prices the

Sales Corporation shall be guided chiefly by the sizes and
qualities of the several coals, the current and anticipated

state of the consumer market, the quotas assigned by the
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Anthracite Commission, the prices charged currently by

non-member producers, and the general objectives stated in

Title I of this Act,

(7) The Sales Corporation shall divide the total present

and prospective market for anthracite into marketing areas

of sizes convenient for the achievement of the purposes of

this Act, shall study the retail marketing situation within

each such marketing area, and in each such marketing area

shall determine the approximate number of retail and

wholesale distributors of anthracite which appears to be

desirable from the point of view of obtaining relatively

large volumes of sales and relatively low margins per ton

for each distributor while maintaining competition between

distributors and adequate service to consumers. Such

studies shall be repeated from time to time as seems desir-

able. The Sales Corporation shall then, after approval by

the Anthracite Commission, issue anthracite sales fran-

chises to the retail and wholesale distributors who apply for

them, in numbers not exceeding the number per area indi-

cated as desirable by the above studies. The number of

franchises per area may subsequently be altered by the

Sales Corporation, subject to the approval of the Anthra-

cite Commission. In issuing such franchises the Sales Cor-

poration shall endeavor to preserve as far as possible prev-

iously existing trade connections between the producers and

the financially more stable and more reliable distributors;

but it shall not attempt to keep high-cost or otherwise in-

efficient distributors in business.

(8) Under the terms of the franchises referred to in

Section 7 above,

(a) The Sales Corporation shall agree not to sell

anthracite to any others except franchised distributors

in the marketing area in which each franchised distrib-

utor is located;

(b) The Sales Corporation shall agree to help the

franchised distributors meet the competition of dis-

tributors of other fuels and of non-franchised distribu-

tors of anthracite by arranging favorable prices and
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selling terms as far as possible, by promotional adver-
tising and other work, and the like

;

(c) The franchised distributor shall agree to buy
anthracite only from the Sales Corporation

;

(d) The franchised distributors shall agree to sell

anthracite on margins per ton, above the sum per ton
of mine costs plus transportation charges to them, not
greater than the margins prescribed by the Sales Cor-
poration from time to time as reasonable for the mark-
eting area involved. The Sales Corporation shall es-

tablish such reasonable margins, subject to the ap-
proval of the Anthracite Commission, on the basis of

the costs of the distributors’ own operations in each
marketing area, the estimated total market for anthra-
cite in each area, the number of franchised distributors

in each area, the extent of competition by other fuels

and by non-franchisecl anthracite distributors in each
area, and other factors deemed relevant

;

(e) The Sales Corporation, subject to the approval
of the Anthracite Commission, shall determine from
time to time the minimum tonnages of the several

grades of anthracite which it judges each franchised
distributor should be able to purchase and resell in

given time periods under the then-prevailing market
conditions, and shall encourage increased purchases
and resales by offering lower mine prices for anthracite

on quantities purchased in excess of these minima;
provided, however, that such reductions in prices shall

not be granted if the franchised distributor is using the

price reductions merely to build up yard stocks of un-

sold anthracite as a speculation. But such special price

reductions shall not be offered except by agreement
with the producers who will supply the particular ship-

ments involved, nor without the consent of the Anthra-
cite Commission.

(9) In cases where the anthracite-producing enterprise

and the anthracite-distributing enterprise are a single cor-

porate entity, the provisions of Sections 4, 5, and 8 of this

Title shall not apply so far as these sections require the

sale of anthracite by the producers directly to the Sales

Corporation, provided such anthracite-distributing enter-

prise holds a franchise from the Sales Corporation and

provided the corporate entity agrees to abide by the regu-
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lations of the Anthracite Commission and the Sales Corpor-

ation with respect to production and shipment quotas, mine

prices and distributors’ margins.

(10) The Sales Corporation shall select the carrier

which is to transport each shipment of anthracite from mine

to distributor, and shall endeavor to select the cheapest and

most efficient carrier regardless of any prior informal un-

derstandings between producers and transportation com-

panies. Stockholding producers, as one of the conditions

of holding stock in the Sales Corporation, shall agree to

terminate any existing formal contracts with transporta-

tion companies as rapidly as possible.

(11) The Sales Corporation shall make its books and

records available at all times to the Anthracite Commis-
sion, and shall publish at regular intervals such summaries
of its operations as the Anthracite Commission may pre-

scribe.

(12) The Sales Corporation shall be empowered to join

with the Anthracite Commission as a party in interest in

suits or negotiations affecting the industry as a whole or

any large part of it (for example, in negotiations over

freight rates, foreign tariffs or the like). The Sales Cor-

poration may sue or be sued.

(13) The Sales Corporation shall cooperate in all ways

possible with Anthracite Industries, Inc., and with any oth-

er enterprises engaged in promoting the use of anthracite

or of anthracite-using equipment
;

shall endeavor to im-

prove the servicing and financing of purchases of anthra-

cite and equipment; and with the consent of the Anthracite

Commission may engage in any other activities to promote

the purposes of this Act.

Title V—Public Anthracite Corporations

The Anthracite Commission may authorize the creation

of one or more Public Anthracite Corporations which shall

engage in the production and sale of anthracite to promote

the purposes of this Act, as follows

:

(1) Each such Public Anthracite Corporation shall in-
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elude a convenient place-name or district-name as part of

its legal title: for example, “The Schuylkill Public Anthra-

cite Corporation.” These Corporations are hereafter re-

ferred to briefly as Public Corporations.

(2) The common stock of each Public Corporation shall

be wholly owned by the State, shall be without par value

and unpaid, and all voting rights thereof shall be exercised

by the Anthracite Commission.

(3) The Anthracite Commission shall appoint the of-

ficers of the Public Corporations, and shall have full power

to regulate all their operations as prescribed in this Title.

(4) The Public Corporations may buy or lease anthra-

cite coal lands and all equipment necessary to the produc-

tion and preparation for market of anthracite. They may
also take title to such lands and equipment when acquired

through state condemnation proceedings. They may con-

tract debts, sue and be sued. They may mine and prepare

anthracite for market, sell anthracite, and engage in any

other activities necessary or ancillary to these mining, pre-

paring and selling operations. They may, with the consent

of the Anthracite Commission, sell or lease any lands, equip-

ment or other assets to which they have title.

(5) The Public Corporations shall be subject to all the

provisions of Titles I, II, III and IV of this Act, and shall

be stockholders in the Sales Corporation described in Title

IV. Their output shall be wholly sold to the Sales Cor-

poration.

(6) The Public Corporations shall be established and
located, subject to the approval of the Anthracite Commis-
sion, for the purpose of contributing to the reemployment of

former anthracite miners in areas where illegal mining has

been or is prevalent and in other areas.

(7) If the effective supply of unemployed miners di-

minishes, in the judgment of the Anthracite Commission,

the operations and output of the Public Corporations may
lie reduced

;
and in no event shall the combined total sales of

all the Public Corporations taken together exceed 4 million
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tons per year for the first three years after the passage

of this Act.

(8) The Anthracite Commission is authorized to receive

the sum of $ . millions or any part thereof from the State

and to distribute such moneys among the Public Corpora-

tions as it may determine, in order to provide the Public

Corporations with working capital, with funds to buy or

lease or acquire through condemnation by the state anthra-

cite coal lands and equipment for producing and preparing

anthracite, and with funds to recondition, or to open

anthracite properties thus acquired. The sum of $. . . . mil-

lions is hereby appropriated for these purposes from the

general revenues of the State. The Anthracite Commission

is also authorized to receive and to distribute other moneys
from the State, from time to time, for the same purposes

oi' in order to continue the operations of the Public Corpor-

ations. The Anthracite Commission is authorized to pre-

pare and submit to the Legislature prospective budgets and

requests for additional funds to be used by the Public Cor-

porations for the purposes described in this section.

(9) Each Public Corporation, subject to the approval

of the Anthracite Commission, may issue mortgages, mort-

gage bonds, other bonds, or other pledges against the se-

curity of its property, income or other assets.

(10) Each Public Corporation shall publish a full ac-

counting of its operations, at times and in forms pro-

scribed by the Anthracite Commission.

(11) Each Public Corporation may engage in any other

activities necessary or ancillary to achievement of the pur-

poses of this Act.
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BOOTLEGGING, OR ILLEGAL MINING
OF ANTHRACITE COAL IN

PENNSYLVANIA

CHAPTER I.—GENERAL SUMMARY
I. The Principal Facts About Bootlegging

Anthracite bootlegging, or the illegal mining and sale of

anthracite coal has developed on an important scale in this

country only within the last few years. Its appearance fol-

lowed closely on the beginnings of the recent nation-wide

depression. By 1932, it had become a problem of grave

consequence for the whole anthracite industry.

The bootlegging of coal takes place when an unauthorized

person or group enters upon coal lands belonging to a sec-

ond party, digs, picks or otherwise obtains coal, and sells

the coal to a third party. The similar trespass and taking

of anthracite coal by unemployed miners for their own use

alone, though equally illegal, has gone on for many decades

without serious protest from the coal companies, and plays

little part in the present bootleg problem. Such coal is

taken chiefly from culm and refuse banks, and the quantities

involved are relatively small. It is the illegal taking of coal

for sale to others which constitutes the real bootleg problem

of today.

Although it is illegal, the bootlegging of anthracite coal

has developed into an industry of substantial proportion,

with its own techniques, its own internal organization and
its own marketing arrangements.

The principal facts about bootlegging are as follows

:

In 1936-1937, the bootleg industry produced and sold an-

thracite coal at the rate of 2,400,000 tons a year. This was
nearly 5 per cent of the total output of all the legal anthra-

cite mines in Pennsylvania, but it is far lower than many of

the guesses which have been published in the newspapers
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by inadequately informed observers. Even in the peak year

1935, the bootleg output hardly reached 2,900,000 tons. In

1936-1937, final consumers paid roughly $16,000,000 a year

for bootleg coal. In that year the bootleg industry em-

ployed an average of about 7,000 men in bootleg mining op-

erations proper—in the bootleg holes
;
2,000 men in picking

over old culm and refuse banks; 1,300 men in the bootleg

coal breakers; and about 2,700 men in trucking (many of

whom, however, also performed other kinds of trucking).

The total number of men engaged in bootlegging is hence

roughly 13,000. Of the 8,300 men working in bootleg holes

and breakers over 5,000, or an average of 60 per cent, have

formerly worked in or around legal mines; most of the re-

mainder are young men and boys who come from miners’

families; and 99% per cent of the total have lived in the an-

thracite regions for at least 10 years. Most of them are also

permanent residents of the southern fields alone; few have

come in from other anthracite fields. Including the families

of the total of 13,000 men now engaged in bootlegging, and

after allowing for those who have other sources of income,

some 45,000 persons are now wholly dependent on the boot-

leg industry for their support.*

Anthracite bootlegging has thus far been confined almost

entirely to the southern fields—to Schuylkill and southeast-

ern Northumberland counties (the latter is also referred to

as the western field, but for brevity the two will be grouped

together in the present study and called southern). This

concentration is explained partly by the fact that the coal

outcrops are more numerous and more easily worked in the

south from the surface than in the middle and northern

fields
;
partly by the entire lack of any means of support oth-

er than mining in many of the communities of the southern

fields; and partly by the fact that the effects of technological

improvements, concentration of legal mining and breaking

* The above figures on output and number of bootleg miners are almost
identical with those obtained by the coal companies themselves, in a canvass

covering most of the properties, which they conducted in February and March,
1937. It may be hoped that this agreement will end the wild estimates of the

size of bootlegging that have been published so frequently.
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operations, and the complete abandonment of high-cost

legal mines, have all been especially marked in the southern

lields. There are innumerable communities in those fields

in which bootleg mining and breaking are the only import-

ant productive activities now going on, and in which boot-

legging is quite literally the sole important means of sup-

port. In most of these communities, this situation has pre-

vailed for at least four or five years past. Some 65 per cent

of all the bootleg miners are working on the lands of one

company alone, the Philadelphia and Reading Coal and Iron

Company.

The typical bootleg mining operation is carried on by a

group of three to five men (the average is 3.6), working in

partnership
;
very few holes employ men on wages. The

majority of these men, 63 per cent, have had previous ex-

perience working in or around legal mines; and over 45 per

cent of them also have miners’ certificates. Contrary to a

common popular impression, 99V2 per cent of all the boot-

leg miners have lived in the anthracite regions for at least

the past 10 years, except for temporary absences. The num-
ber of men who have come in from other parts of the coun-

try is negligibly small. The average output in the bootleg

holes is 1.3 tons per man per day (less than half that in legal

mines), and the average rate of profits per man is $19.70 per

week; but in individual cases both output and profits may
vary widely on either side of this average. In a few cases,

and for short periods of time, bootleg miners have earned

as high as $79 per week. At present, some 1,965 bootleg

mines or holes are in active operation. But the average
length of active life of any one hole is only about 7.5 months.

The bootleg miner is therefore always having to move on, as

he exhausts the accessible coal in one hole and then gambles
on starting in another location. In certain regions the whole
mountain-side is dotted with abandoned holes, often flooded.

In some cases, the bootleg miners have also built their

own crude breakers, and prepare their coal for market on

the spot. But most of them send their run-of-the-mine coal

to larger and more centrally located bootleg breakers, which
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are operated as separate business enterprises. It is esti-

mated that there are now 342 such bootleg breakers, or one

breaker to every 5.7 bootleg holes. The average bootleg

breaker buys 119 tons of run-of-the-mine coal per average

week, employs a little under four men, and makes net

profits of $77 a week for its owners. But most of the men
working in the bootleg breakers get wages, not profits, and

they average only about $14 a week. Bootleg breaking, like

bootleg mining proper, is hence a relatively small-scale op-

eration, but it pays its owners much better than bootleg min-

ing. To some extent, the bootleg breakers sell their coal to

final consumers in their own trucks. But the larger part of

the bootleg output, and especially that which is shipped to

more distant points, is sold to independent truckers and re-

tailers who come in from outside the anthracite fields, who
buy coal at the bootleg breakers, and who sell as far away
as Baltimore, New York and Connecticut. None of the boot-

leg coal moves by rail. Finally, as in the case of the boot-

leg miners, 99V2 per cent of the bootleg breaker workers

have lived in the anthracite regions for at least ten years,

though many of the truckers, of course, come in from out-

side. Forty-seven per cent of the breaker workers have

formerly worked in or around legal mines.

Who makes the money from bootlegging? To this ques-

tion the Commission’s study does not give a conclusive an-

swer. Certainly it is not the bootleg miner himself, nor the

wage-receiver in the bootleg breakers, nor the small

trucker; they make not much more than subsistence wages.

The breaker operator receives a substantial sum, on the

average, but his profits will never make him a millionaire.

If any really large profits are extracted from bootlegging,

they must go to the truckers and distributors from outside

the anthracite regions, who sell in the more distant markets.

But the limited data available on sales prices, trucking and

handling costs and the like do not suggest that any one is

really getting rich from bootlegging, unless it be an occa-

sional individual who has temporarily worked himself into

a semi-racketeering position. Taken by and large, boot-
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legging- pays sub-standard earnings to the great majority

of those whom it employs, and pays those earnings in re-

turn for work done under sub-standard conditions. The
bootleggers’ gain from the facts that his coal costs him noth-

ing, that he pays no taxation, insurance or the like, and that

distribution by truck is cheaper than by rail up to perhaps
100 miles, are offset by the comparative inefficiency of the

mining methods used and by the fact that the coal must be

sold below the market price for legal coal if it is to be sold

at all.

Anthracite bootlegging has now been going on, on a large

scale, for five or six years. How long will it continue? On
that question opinions differ. At the time these pages are
written, in the late summer of 1937, bootlegging is naturally

at a low ebb. Ou tbe other hand, a cold winter with its con-

sequent increase in the demand for coal, or an augmentation
ol the present economic pressure on unemployed miners,
might easily produce a very substantial expansion of boot-

leg activity in the next few months.
From a longer-run point of view, however, the gradual

exhaustion of the coal deposits that are easilv accessible

from the surface, the increasing severity both in Pennsyl-
vania and in other States of legal restrictions on the truck-
ing and sale of bootleg coal, and the slowlv improving pros-
pects for a genuine revival of the whole legitimate anthra-
cite industry, seem to forecast a gradual natural decline of
bootlegging in future years. Moreover, the employment in

other occupations of the 4,000 odd workers in bootleg boles
who have had previous legal-mine experience would, at any
time, bring bootlegging to an end overnight, by removing
most of the men who have the technical skill necessary to
carry it on.

II. Why Bootlegging Developed in the Southern Fields

Anthracite coal bootlegging is a social and economic phe-
nomenon without precedent in this country. We have long-

been familiar with strikes, but this is no strike. We have
also long been familiar with the destruction of employers’
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property by disgruntled present or former employees. But

here the purpose is not destruction, and there is little real

malice; rather the bootlegger is expropriating others’ prop-

erty to his own use, to keep himself alive. The nearest ana-

logue is perhaps the industrial sit-down, that paralyzing

new weapon of organized labor. But here again the re-

semblance is imperfect. The bootlegger seizes property not

as a club with which to coerce reluctant employers, but as

something which can itself be sold, and thus be converted

into food and clothing. Other countries have had some ex-

perience with coal bootlegging, but for us it is a new thing.

Why did it occur ?

Five principal factors have contributed to the appearance

and rapid development of bootlegging. The first, three of

them are more or less common to the whole anthracite re-

gion. But they or their effects have been especially pro-

nounced in the southern fields, and in retrospect it, seems

natural enough that bootlegging should have developed

chiefly there rather than in the other fields.

1. Geological formation. First and probably most im-

portant is the question of geological conformation. The coal

veins come to the surface here and there throughout nearly

all of the anthracite region. But in the southern fields the

veins pitch up and down like the waves of a rolling sea, or

did before erosion washed away much of them, whereas in

the other fields the beds are flatter. In consequence, in the

south the accessible surface outcrops are relatively numer-

ous and easily worked, whereas in the other fields it is usu-

ally difficult to get any large amount of coal except by go-

ing far underground, or far into the mountainside. This

factor made it possible for extensive bootlegging to develop

in the south, though other factors also had to come into play

before bootlegging could actually take place. The fact that

in the southern fields the majority of the outcrops are high

up on remote hillsides, covered with shrub and well removed

from the main highways and settlements, lias also played

some part.

2. The decline of the anthracite industry. The second
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factor lias been the decline of the anthracite industry as a

whole, especially in the last decade. The industry reached

its all-time high point in 1917, when nearly 100,000,000 net

tons of coal were produced. After the war output returned

to roughly the pre-war levels for a time, at 70,000,000 to

90,000,000 tons a year. But in the middle 1920’s a down-

ward trend in production began and to date has not yet been

definitely reversed. The decline of anthracite began well

before the nation-wide depression that started in 1929-1930,

and anthracite has had little share in the nation-wide re-

covery following 1933. The causes and possible remedies

for this ten-year decline will be examined in other reports

of the present Commission. The important facts here are

that anthracite output from the legal mines is now only

about 70 per cent of what it was a decade ago, and that em-

ployment has fallen still more heavily. Even as compared
with 1930, before bootlegging had become extensive, the.

number of man-days worked in legal mines has fallen

heavily. In 1936 it was only 59 per cent of the number
worked in 1930. In absolute terms, and without allowance

for the net increment of employable young men and boys in

six years, the equivalent of over 50,000 men who were em-

ployed in legal mines in 1930 cannot get such employment
now. This tremendous fall in the employment given by the

chief industry in the anthracite regions (and in many places

it is the only industry), in the face of the steady growth
in population, explains much of the urgent economic pres-

sure that has led so many otherwise honest but unemployed
men into bootlegging. The equivalent of roughly 25 per

cent of the miners who were employed in legal mines in

1930, but who are not thus employed at present, are now en-

gaged in the various phases of bootlegging.

3. Technological improvements and concent ration. The
decline in anthracite sales that began in the second half of

the 1920’s forced many companies to seek new internal

economies through greater mechanization of the mines, con-

centration of breaking operations, the intensification of

large-scale surface stripping operations, and especially the
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outright abandonment of high-cost mines. No judgment will

be attempted here on whether these steps were in fact econ-

omical in the long run, though there is a certain body of in-

formed opinion which now believes they were not well ad-

vised even from the companies’ own point of view. Whether
well advised or not, they obviously contributed a good deal

to the mining unemployment of recent years. Moreover, the

abandonment of mines in favor of lower-cost operations

carried on elsewhere lias been particularly serious in the

southern fields, and the number of man-days worked there

has fallen even more heavily than in the middle and north-

ern fields. This greater decline has reinforced the effects of

the factor of geological formation, referred to above, and

helps to explain why bootlegging lias thus far reached ser-

ious proportions in the southern fields alone.

4. Lack of other employment. In the smaller anthracite

communities there is usually quite literally no way to make
a living other than mining and related activities, except for

the small service occupations which mining supports. Even
in the larger towns the other available industries are few

and unimportant. Throughout the region, with few excep-

tions, farming is almost impossible. These conditions are

especially acute in the southern fields. Moreover, when
millions are unemployed in the country at large it is almost

hypocrisy to say merely that the unemployed miners should

go elsewhere in search of work. There is always govern-

ment assistance, of course, but the miner is independent; he

dislikes paternalism; and the increasing deficiencies of the

government finances are all too familiar. The vast majority

of the bootleggers are only too anxious to live by honest

work. One could safely entrust them with one’s wallet or

house or family. But in many cases, perhaps in most, it

seems to be true that the only alternative to bootlegging

was something pretty close to starvation.

5. Law enforcement and public opinion. Geological con-

formation made bootlegging possible; unemployment and

urgent economic pressure made it seem necessary to the

bootlegger, as the only alternative to near-starvation. But
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it probably could never have developed on any important

scale bad the ordinary laws of property been vigorously

enforced from the outset, and had public opinion condemned
it. For reasons which need not be explored here, but which

seem fairly obvious, the opposite has actually been the case.

Particularly in the southern fields, judges and juries have

alike frequently refused to convict for bootlegging, or at

most have imposed light sentences. This is, of course, a

complete breakdown of the ordinary legal processes in one

sphere. But it is a breakdown of a sort which when once

established is difficult to remedy, except by getting at the

root causes. Many communities are now dependent on boot-

legging for almost their entire means of support, and public

opinion has in effect legitimized bootlegging itself.

III. The Significance of Bootlegging

The bootlegging of anthracite has a significance out of all

proportion to the relatively small number of men engaged
in it or to the value of the coal taken. The principal aspects

are as follows

:

1. Capture of legal-coal markets. First, bootleg coal is

sold to final consumers in competition with legally-mined

coal, and at a lower price. To some extent the bootleggers

have undoubtedly opened up new markets, or have saved
old ones that were about to be lost to anthracite. But in the

main, bootleg coal merely captures existing markets and
thus cuts into the sales of legally-mined coal. It will be re-

called that in 1936-1937 bootleg sales were roughly 2,400,000

tons a year, or nearly 5 per cent of the legal output. An in-

dustry which is already suffering severely from shrunken
markets and output can ill afford to lose so much. In a num-
ber of cases bootleg competition probably converted pos-

sible operating profits for the legal companies into losses.

The Philadelphia and Beading has been the chief loser of

the coal taken by the bootleggers, but almost every company
has suffered from bootleg competition in the markets.

2. Damage to underlying coal and other property. The
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loss to the legal companies is not measured merely by the

quantity of coal the bootleggers take or by the loss of

markets. Most of this coal comes from reserves or aban-

doned lands, is carried on the books at a low figure, and be-

cause of its geological location might never have been mined

at all by the present companies. But the bootleg holes weak-

en the rock and dirt formation above coal veins that lie far-

ther down, and when abandoned constantly threaten the

deeper legal workings with flooding. They are therefore

likely to render permanently unworkable many times more

coal than what the bootleggers take out. Tremendous waste-

age of a scarce natural resource results. In some cases

roads, surface buildings and even active legal mines have

also been damaged.

3. The breakdown of the legal process. This has been

referred to at an earlier point, and requires little further

comment. So far as concerns the protection of property

rights in coal lands, the law has been abrogated throughout

much of the southern fields. No citizen, and no believer in

orderly democracy, can view this breakdown with equa-

nimity. Yet it is difficult for any humane person to propose

merely that the bootleggers now be driven out by force,

without being given any other means of independent liveli-

hood.

4. The conflict between law and social ethics. The most

profoundly significant aspect of bootlegging lies in the fact

just now indicated, that it offers a perfect small-scale ex-

ample of the basic conflict which runs all through our na-

tional life today. This is the conflict between traditional law

and traditional property rights, on the one side; and on the

other side the conviction which is growing on most people

that government bodies and societies as a whole should not

and cannot remain indifferent to the fate of those groups

that are faced with major economic pressure and suffering.

This conviction in turn arises from the common-sense and

lion-sentimental realization that our modern type of society,

with its peculiar organizations and peculiar modes of work-



mg, is itself really largely responsible for the position into

which these depressed groups are forced.

The anthracite bootleg miners are precisely a case in

point. The great majority of the men in the bootleg holes

are former workers in or around legal mines, who have been

thrown out of work by the intermittent closing down or the

outright abandonment of collieries. The rest of the boot-

leggers are chiefly young men who have been unable to find

any steady means of support in their native regions other

than bootlegging, and who in earlier generations would

normally have gone to work in the legal mines. Virtually all

of these men are willing and able to work hard, and they

would vastly prefer to take any legal employment for which

they are fitted rather than to work at bootlegging. But the

anthracite industry as a whole, has shrunk in ten years to

hardly two-thirds of its former size; and the concentration

of legal operations, the abandonment of collieries, the lack

of other employment opportunities either in the anthracite

region or elsewhere and the difficulties of government fin-

ance have left community after community stranded, with

few or no legal means of support for their people. Can the

bootleg miner be wholly blamed because he has chosen boot-

legging rather than starvation? Clearly the questions in-

volved here cannot be answered easily or quickly.

Traditional legal right is with the coal companies, of

course
;
few have ever questioned that. But on a different

plane of judgment, the plane of common-sense ethics rather

than of strict law, there is something to be said for the boot-

legger. No one will defend trespass or stealing as such.

Yet the bootlegger has as much right as anyone to a chance

to earn his living honestly; and he has been deprived of that

right by forces not within his own control. Merely to say

that the bootleggers are thieves and should be jailed or

merely to say that bootlegging is the direct outgrowth of

ill-advised policies of the coal companies in earlier years

and that the companies therefore deserve no present sym-

pathy or help, is shallow thinking and of no use. Each state-

ment is partly true, but neither can lead to a solution of to-
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day’s actual problem. Steps taken in the past are not

easily retraced; and it is awkward to put entire communi-
ties in the calaboose.

The present study offers no solution for this difficult and

complicated problem; it undertakes only to present the main
facts about the problem itself. The Commission believes,

however, that any permanent solution of bootlegging is ne-

cessarily dependent on the rehabilitation and recovery of

the whole anthracite industry itself. The Commission’s Ad
Interim reports explored a number of possible steps looking

to this end, and in its final report the Commission proposes

to present definite conclusions.

IV. The Methods Used in the Present Survey

The report on anthracite bootlegging which follows is

based primarily on the results of a survey of bootleg holes

and bootleg breakers which the Commission conducted in

May and June, 1937. The Commission sent its own staff of

experienced supervisors into the field. These were men
trained in the difficult task of collecting, compiling and in-

terpreting original economic statistics. The supervisors in

turn selected over twenty men as field agents. These men
were of good general education and skilled in personal re-

lations, who had long been residents of the bootleg regions

and who had extensive personal acquaintanceships among
the men now engaged in bootlegging. They were able to go

directly to the bootleg holes and breakers with the ques-

tionnaires prepared by the Commission, and to secure ac-

curate replies and general information. No investigators

coming from outside the bootleg regions could have done

this successfully, since strangers are naturally viewed with

great suspicion. Follow-up groups later checked the ac-

curacy and completeness of the original answers to the

questionnaires. Finally, a statistical staff in the Commis-

sion’s office cross-checked the original answers for internal

consistency, also checked them where possible against other

sources of information, and compiled the totals and aver-

ages used in the present report.
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The survey directly covered 1,129 boot-leg holes and 157

bootleg breakers, viewed as business establishments. In ad-

dition, 2,029 bootleg miners and 469 workers in bootleg

breakers were interviewed personally. Because of lack of

funds, it was impossible to get a 100 per cent coverage of all

bootleg operations. But from direct observation, informa-

tion obtained locally and the results of an aeroplane sur-

vey, the Commission’s staff was able to gauge accurately

the total number of bootleg holes and breakers in the south-

ern fields. The Commission estimates that its detailed sur-

vey covered 57 per cent of all bootleg holes, and 46 per cent

of all bootleg breakers. The results obtained from such

large samples are believed to represent adequately and fair-

ly the situation in the whole bootleg industry.

The numerical results obtained from the survey itself are

described in Chapters V and VI below. The other chapters

were prepared by the staff of the Commission, largely from
data in the reports of the United States and the Pennsyl-

vania Bureaus of Mines and from local newspaper files.

CHAPTER 11. HIGHLIGHTS IN THE DEVELOP-
MENT OF BOOTLEG OR ILLEGAL MINING

I. The Origins of Bootlegging

Bootleg coal mining, which has grown into a depression-

born industry in the Southern anthracite coal field, did not

appear suddenly. It has long been the practice of miners and
their families to pick coal from the refuse banks and out-

croppings for their own needs. As far back as 1904, some of

the companies attempted to prohibit such people from
gleaning on the culm banks, but they were unsuccessful. It

was also reported that “many men in the Middle and South-

ern coal fields are guilty of ‘robbing the breaches,’ or taking

coal from outcrops.”* Today, as then, many miners justify

this practice by claiming that they were always “docked”

* Peter Roberts, “Anthracite Coal Communities” (1904), p. 95.
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ill pay for the refuse that went into the coal bank, and that

the coal remaining* in these banks therefore belongs to them.

The depression in the hard coal industry which gave rise

to bootleg mining antedates the country-wide depression of

1930-1933. In fact, the beginning of the decline of the in-

dustry can be traced back to at least 1926
;
and even at pres-

ent the industry shows no signs of recovery. Production de-

clined from 84 million net tons in 1926 to about 51 million

tons by 1935. The number of men employed decreased from

168,734 in 1926 to 100,539 in 1935, while the total value of the

product dropped from 466 million dollars in 1926 to 207

million dollars in 1935. The total wages paid labor fell off

from 256 million dollars in 1924 to 105 million dollars in

1935. In order to secure the greatest efficiency of opera-

tion, after the depression set in, many operating companies

began to close their higher cost collieries after 1927. The
closing of collieries on a large scale, a phenomenon previ-

ously unknown in the region, meant economic distress and

even ruin to the communities which had depended for their

livelihood upon these collieries. This was especially true in

the Southern anthracite area, which derived much the larg-

est part of its earnings from the anthracite industry. Al-

though somes towns in the Northern region like Scranton,

Wilkes-Barre and Hazleton had become large cities and

were able, to some extent, to attract other industries, in the

Southern region there are numerous smaller communities

such as Pottsville, Shamokin, Minersville, Shenandoah and

others, which have remained predominantly coal towns.

These small communities, with few exceptions, were able to

attract only small light industries commonly known as

“sweatshops,” which operated for short periods and which

employed chiefly women and boys at low wages. As a re-

sult of this situation, almost the entire wage-earning popu-

lation of these communities was directly dependent upon

the anthracite industry for its livelihood. The miners de-

pended upon the collieries, and the service, business, and

professional class depended upon the mines and the miners.

Previous to the decline of 1926, the anthracite industry
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and the anthracite communities were rather stable. Because

of the high degree of concentration of mine deposits and

operations, the industry was not overdeveloped, nor did cut-

throat competition prevail. The curve of production moved
broadly upward, the number of employed miners grew with

production and the number of collieries in operation was

adjusted to the growing demand. Moreover, the anthracite

region and its towns are relatively old. Most of the addi-

tions to the population came from immigrant stocks who
took root several generations ago, and their descendants

still inhabit the communities. Tradition is deeply rooted.

The hard coal miner feels that he belongs to the region, and

a close relationship exists between the miners and the in-

dustry. Until recently, boys growing up in the coal region

usually started in the breakers as slate pickers; then went

underground as they grew older, acquiring more experience

as door-tenders, mule drivers, and laborers, and they finally

became licensed miners. They then set themselves up in the

communities and bought their own homes, as their fathers

had done before them.

Since about 1926, however, many new factors have been

at work to disrupt the industry and the communities. The
operators began gradually to lose their markets. Miners be-

came unemployed in large numbers. About 1930, bootleg-

ging as it is known today began. The miners followed their

old custom in the Southern anthracite area, and began to

take coal from outcroppings and breaches in larger and
larger quantities. At first they took the coal for their own
use. Then they traded coal for food and clothing. Finally,

they discovered that they could sell coal to householders, to

friends within their own communities, and then to outsiders.

In the early days, many bootleggers did their work in the

holes under the cover of darkness, for fear of the law, and
drove their trucks at night.

By 1931, the selling of bootleg coal had spread from the

outskirts of the coal region to points within a radius of a

hundred miles. Three, five, and ten-ton trucks were hauling

coal out of the Southern coal area. Sharnokin and Potts-
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ville were the centers of the new industry, the latter being

the central supply point for such towns as Leesport, Read-

ing, Allentown, Harrisburg, and other regions in this vi-

cinity, while the former was the central point for Bloorns-

burg, Sunbury, Williamsport, and Milton. Some trucks

were even hauling bootleg coal to Philadelphia.

II. The Struggle to End Bootlegging

Arrests of bootleg miners were continually made at the

instance of the coal companies, on the charge of trespassing.

When the first cases came into the local courts they were

dismissed with dollar fines, the costs being imposed upon
the defendants. The latter were allowed six months to a

year to defray these costs, and those acquainted with the

situation never expected the fines to be paid, because of the

poverty of the defendants. Then the courts, in an effort to

stop the practice of bootlegging, increased the penalty for

the first offense from ten days to fifteen days in jail and

then to twenty days. Second offenders were given longer

sentences. Despite these measures, bootleg mining increased

to such an extent that if all the bootleggers had been taken

into custody, the capacity of the local jails would have been

wholly insufficient. The expenses of prosecution and the

costs of maintaining the bootleggers in jail were also becom-

ing prohibitive. Too, many bootleg holes were located in

secluded areas which had been abandoned for many years

by the operators, were covered with foliage, and were there-

fore not detected. Finally, the officials who administered

the laws came from the coal region. Those who appeared

before them as violators of the law were their friends, their

neighbors, and their electors. The defendants claimed they

bootlegged only for food, clothing, and shelter.

By 1932, however, a change took place in the type of man
arrested in the raids on bootleggers. Whereas in the past,

the average bootlegger had been considered a rather back-

ward type, those now being brought to justice were fairly

intelligent and educated. It was during this year that boot-

leg coal began to be transported further from the coal re-
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gion, find in large quantities. It came into New York City,

Connecticut, Baltimore and even to some areas further

away. The operators at all times attempted to stop this il-

legal industry. At the end of 1932, the operators made an

especially vigorous attempt in this direction. In Septem-

ber of that year, a group of operators appealed to the then

Governor Pinchot to place an embargo on bootleg coal. They
urged that state police be sent in to prevent bootlegging,

since the company police were inadequate. The Governor

pointed out that the plan would mean additional police, and

that since the administration was economizing, such a pro-

cedure could not be followed. Attempts were then made lo-

cally to enforce anti-peddling laws against the bootleggers.

The operators continued to have bootleggers and truckers

arrested. Because of the cold winter of that year and the

large demand, however, coal bootlegging continued to thrive

and grow.

The trough of the economic depression which enveloped

the United States late in 1932 and early 1933 was particu-

larly acute in the coal region. Though the operators con-

tinued to have bootleggers and truckers arrested, the grav-

ity of the economic situation forced a more lenient policy.

During 1933 there was much unrest in the Southern coal

area. Arrests of bootleggers brought protests from other

groups of unemployed but non-bootlegging miners. The
miners of Panther Creek Valley walked out and demanded
equalization of work between the collieries. Finally, at the

end of the year, it was found that the Philadelphia and
Reading Coal and Iron Company was about to shut down
permanently five mines in the Shamokin area. For the first

two months of 1934 the entire community, business men and
newspapers protested these shutdowns. Delegations went to

see company officials and state officials, and even appealed

to Washington, but in vain: the mines were shut.

In the meantime, with most of the mines shut down
throughout the Southern area and the economic situation

growing desperate, bootlegging continued to increase. Two
physical factors were at play which contributed to the
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spread of bootlegging at this time. In the first place, the

early part of 1934 was unusually cold, so that the general

demand for coal was high. In fact, the demand was so great

that bootleg prices were oidy slightly below the prices of le-

gitimate coal. Second, the region itself felt a coal shortage.

No inhabitant of the coal region would ever think of using a

competitive fuel, and yet the closing of the legal collieries

left the people without their customary source of coal, since

retail coal yards are unknown in the coal region. To obtain

coal for that severe winter, therefore, the one recourse was
the bootlegger. This situation caused the condonation of

bootlegging even from the pulpits.

In February, 1934, the U. S. Department of Labor, taking

cognizance of the protests against the shutting of the mines,

appointed the Goodrich-Price-Hanna Committee to investi-

gate and report on the situation. The committee submitted

its report in April of the same year, pointing out the ser-

iousness of the situation entailed by the shutting of so large

a number of collieries in the Southern coal fields. But noth-

ing else was done.

In the summer of 1934, with a slight current improvement

in economic conditions and the granting of government aid

to the unemployed, the operators renewed their drive on the

bootleggers. In August, the City of Philadelphia appointed

a Director of Weights to enforce the weighing of coal. Boot-

leg trucks were followed and arrests were made. To meet

this threat to their industry, the bootleg truckers organized

into the Shamokin Truckers Association, and the miners

into the Independent Coal Miners of Shamokin and Vi-

cinity. Legislation requiring permits for truckers was also

proposed in Baltimore, but petitions prevented the passage

of such measures. Nor did these attempts at legislation

against the bootleggers, and local arrests, prevent the boot-

leg coal industry from expanding.

In March, 1935, the mine operators and the Pennsylvania

Retail Merchants Association requested the help of Gov-

ernor Earle to end bootlegging. As a result of this request

the Governor stated that he would call a conference of op-
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erators, union members, police and county officials. In ad-

dition, as a temporary measure highway surveillance was

increased, the weight of coal was checked, and the license

numbers of truckers were recorded. To meet this situation

the bootleggers, who had been organized for the previous

two vears only in local units throughout Northumberland

and Schuylkill counties, called an all-region conference in

April for the first time. The Governor’s meeting, however,

never materialized.

About this time the bootleggers pleaded not guilty when

arrested and called for jury trials. The juries, necessarily

composed chiefly of friends and neighbors, refused to con-

vict them. The operators, despairing of convictions in

Northumberland and Schuylkill counties, transferred cases

to Harrisburg in Dauphin county. But this step, too, proved

to be ineffective in curtailing bootlegging.

During April the Holstrom Bill, calling for the issuance

of permits to coal haulers on state highways to be issued by

the Public Service Commission for safety purposes, was

about to be voted upon in the State legislature. The boot-

leggers, seeing in this bill an attack upon them, obtained a

hearing on the measure. When the hearing was called, 5,000

bootleggers marched on Harrisburg, and the bill never

again reached the floor of the legislature.

From September to December of 1935, the Anthracite In-

stitute and the National Retail Coal Merchants carried on a

vigorous publicity campaign against the bootleggers. They
imported metropolitan newspapermen and photographers

into the coal region to report on the situation. A meeting

was held at Hershey to formulate further plans and to set

up a fund to combat bootlegging. A further plea was made
to the Governor with the demand that the State take action.

The bootleggers too, who were in#ensed at the importation

of outside newspapermen who lacked understanding of the

situation and who did not remain long enough to gain this

understanding, held various meetings for the purpose of

stiffening their resistance against the Anthracite Institute.

In December of 1935, the bootleggers met with the District
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Attorney in Harrisburg to discuss t.lieir problem, and stated

that the reopening of the mines would stop bootlegging. It

was during this year of 1935 that the peak production and
sale of illegal coal was reached.

In February, 1936, the coal operators again called upon
the Governor and asked that bootlegging lie ended. The
Governor’s reply was that as long as local authorities could

cope with the situation without requesting aid from him,

state troops would not be employed. lie also stated that

more sympathy and moral responsibility toward the unem-

ployed miners ought to be shown by the operators. The op-

erators then turned from the State of Pennsylvania, and

together with the coal retailers in New York City demanded
of that city an investigation of bootlegging. New York City,

New York State and Baltimore were likewise preparing to

pass laws designed to prevent bootleg coal from reaching

their territories. On the charge of receiving stolen property,

two truckers were arrested in New York City and ten were

held for material witnesses. The Independent Miners’ and

the Truckers’ Associations fought the case. Finally the New
York Grand Jury censured the State of Pennsylvania for

permitting bootlegging to exist, and requested that boot-

legging be stopped at its source. The situation was reaching

a climax.

In December of 1936, Governor Earle made a three-day

personal tour to examine first hand a situation which lie

called the “greatest conflict between moral and legal

rights.’’ At the completion of the tour, he decided to ap-

point an investigating commission. One of the first acts of

the special session of the State Legislature of 1937 was,

therefore, the creation of the Anthracite Coal Industry

Commission. In its Ad Interim Reports of May, 1937, the

Commission made definite proposals for the elimination of

bootlegging. After the presentation of these preliminary

proposals, the Governor decided to call a conference of op-

erators, bootleggers, local officials, and the United Mine

Workers and the Commission to formulate plans for the

elimination of bootlegging. This conference is now pending,
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and is expected to be held in the fall of 1937.

The latest developments regarding- legislation are the

signing of a bill by Governor Lehman of New York, last

June, designed to stop bootlegging, and the signing of a

municipal bill by Mayor La Guardia of New York City, reg-

ulating the sale of coal. Two of the stipulations in the latter

bill are that the loading and emptying of trucks must be

completed on the same day, and that the driver must pos-

sess a certificate of origin of the coal. New Jersey and Bal-

timore are preparing similar legislation. Nevertheless, boot-

legging continues, although on a slightly smaller scale than

in 1935 and 1936.

CHAPTER 111. THE SETTING OF THE BOOTLEG
PROBLEM : CONTRIBUTORY CAUSES

I. Population Changes

Bootleg mining, as it now exists in the Southern anthra-

cite area, cannot be explained entirely in terms of the high-

lights in the history of bootlegging presented in the previ-

ous chapter. It is necessary to look back to understand the

problem of bootleg mining, for what has happened in the

past vitally affects the present situation.

Waves of immigration from abroad gave the hard coal

region most of its miners. Up to about 1890 the immigrants
were chiefly experienced Welsh, English, Scotch, Irish and
German miners. From 1890 onwards they were chiefly Slavs,

Lithuanians, Poles and Italians. Most recently of all, there

have been some Spanish immigrants. To a large extent, this

influx of immigrants was not caused by the natural flow of

population from other parts of the world or from other re-

gions of the country. Rather, the immigrants were brought
in by the anthracite companies themselves. In many cases

their passages were paid for, and the workers were led di-

rectly from trains and boats to the anthracite communities.

Immigration into the coal region virtually ceased about
1912. By 1930 the population of the, four chief coal pro-

ducing counties had reached 1,119,515 people, of whom 39.8
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per cent were located in Luzerne, 27.7 per cent in Lacka-

wanna, 11.5 per cent in Northumberland and 21.0 per cent

in Schuylkill county.*

Table I shows the recent population and anthracite pro-

duction changes.

TABLE I.—PERCENTAGE INCREASES IN POPULATION AND PRODUCTION OVER
PRECEDING YEAR SHOWN

Anthracite

,
Population

N
coal

Four North- pro.
United Pennsyl- coal Schuyl- umber- Lu- Laeka- duetion

Year States vania counties kill land zerne wanna (net tons)

1900 * 20.7 19.9 24.9 12.2 21.7 27.8 36.4 27.5
1910 21.0 21.6 29.0 20.2 22.6 33.5 33.9 45.9
1920 14.9 13.8 10.3 4.7 9.6 13.9 10.3 7.1
1930 16.1 10.5 10.1 8.2 5.3 13.8 8.4 —23.3
1935 t 3.6 4.2 —0.2 0.6 1.2 —0.2 —1.7 —25.3

Source: United States Bureau of Census, Pennsylvania State Planning Board and Penn-
sylvania Bureau of Mines.

* Figures represent percentage increase of 1900 over 1890.

t Figures for United States and Pennsylvania from United States Bureau of Census:
figures for counties from unpublished tabulations of Pennsylvania State Planning Board.

From 1890 to 1910 the population of the four chief coal

producing counties, which was 11.6 per cent of the total pop-

ulation of the State of Pennsylvania in 1930, increased at a

rate greater than either the increase of population for the

State or for the United States. These were also the decades

of greatest growth in the coal industry. Since 1910, the popu-

lation of the United States has been increasing but at a de-

creasing rate. The population of the State of Pennsylvania

and of the four chief coal counties show similar movements,

except that the trend of the State shows a slower rate of

increase than the country as a whole and that the four coal

counties show even slower rates of increase in population

than does the State. But although the population of the coal

region was decreasing relative to the rest of the country

after 1910, the production of anthracite decreased relatively

even more. In consequence, the anthracite region found it-

self with an excess of population by about 1925.

Subsequent to the beginning of the depression in the coal

region in 1926, and in the country at large after 1929, many
changes have taken place in population. The 1935 popula-

tion data indicate that the movement of population out of

* Since over 90 per cent of anthracite is mined in these four counties, a

study of conditions in these counties is representative of the entire industry.
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the State of Pennsylvania, which was well defined before

1930, was accentuated by the depression. The coal counties

show trends similar to the entire State. Of the coal counties,

Luzerne shows a loss of population of 0.2 per cent since

1930. Lackawanna shows a decrease of 1.7 per cent since

1930. Schuylkill and Northumberland counties, which were

the most severely affected by the depression in the coal in-

dustry and where bootlegging chiefly prevails, show slight

increases in population
;
the population of the former coun-

ty increased by 0.6 per cent and the population of the latter

county increased 1.2 per cent.

Comparisons between the changes in population in the

coal region since 1930 and the large decreases in coal pro-

duction indicate that in spite of the lack of employment op-

portunities, relatively few people left the region. The fact

that population in the two counties where bootlegging is

rarely practiced dropped slightly more than it did in the

two counties where bootlegging prevails, can be attributed

to the fact that some of the unemployed miners of the latter

region remained at home to bootleg rather than trying to

find employment elsewhere. It is also a well-known fact that

because of the close relationship between the miner and his

industry, he is reluctant to leave to seek other employment.
The miner has hope and faith that his colliery will soon re-

open, and that he will have his job back again. Despite this,

many unemployed miners did leave the coal region to seek

work elsewhere; but because of the lack of employment op-

portunities in all parts of the country, they were forced to

return. Of the bootleggers questioned in the Commission’s
survey, 14 per cent had left the region at some time to seek

employment elsewhere, but had later had to return because
no such employment was available. Of those questioned, 99.5

per cent had lived in the region or country at least ten years

ago.

II. Production and Employment After 1924

The decline in employment and in the production of an-

thracite coal was felt differently in the various counties.
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Though declines in production were felt equally in the four

chief anthracite producing counties, declines in employment
were more accentuated in Northumberland and Schuylkill

counties, where bootlegging now prevails. Table II shows

the situation.

The percentage declines in production from 1924 to 1936

were nearly the same for the four coal counties. Of the two

northern counties, production fell in Luzerne by 38.6 per

cent, and in Lackawanna by 45.3 per cent. In the two south-

ern counties, where bootlegging prevails, the percentage de-

clines in production were slightly smaller. Production fell

in Schuylkill county by 35.9 per cent, in Northumberland
county by 27.7 per cent. When the declines in employment
are examined, however, a very different picture is obtained.

Relative to declines in production, from 1924 to 1936, em-

ployment fell much more in the Southern field than in the

Northern field. In Schuylkill county employment fell 49.1

per cent, in Northumberland county 48.7 per cent. Among
the northern counties, employment dropped by only 29.9 per

cent in Luzerne county and by 45.3 per cent in Lackawanna
county.

The severity of the drops in employment relative to the

declines in production, in Northumberland and Schuylkill

counties, is accentuated when these production and employ-

ment changes are placed side by side. In Northumberland

county the decline in employment was almost twice as great

as the decline in production. In Schuylkill county, the drop

in employment was almost 1.5 times as large as the drop in

production. A different situation prevails in the other two

counties. While in Schuylkill and Northumberland counties

the declines in employment far exceeded the declines in pro-

duction in Luzerne county the drop in production was
greater than the drop in employment, while in Lackawanna
county production and employment fell by the same

amount.

Man-davs worked per year also fell relatively more in

Northumberland and Schuylkill counties than in Luzerne

and Lackawanna counties. In the two Southern counties
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from 1924 to 1936, man-days worked per year declined by

60 per cent in Northumberland county and by 64.8 per cent

in Schuylkill county. In the two Northern counties, man-

days worked per year declined by 52.9 per cent from 1924

to 1936 in Luzerne county and by 55.1 per cent in Lacka-

wanna county for the same period.

The increase in the productivity of the anthracite miner

in the southern field was greater than in the northern field.

The factors which tend to increase productivity per man
include the closing of higher cost mines and of the less fav-

orable portions of other mines remaining in operation, bet-

ter ventilation, improvements in hauling, mechanical drill-

ing and loading, advances in preparation practice, consolid-

ation of breakers, deferring of development work during

the depression, and diminshed opportunity for employment.

In a recent study, it is shown that productivity is much af-

fected by the physical condition of the vein, and that in gen-

eral the tonnage mined per man per day is higher in the

steeply pitching veins than it is in the Northern field.* It is

important to note, however, that the steeply pitching veins

often yield much smaller proportions of the profitable do-

mestic sizes!, so that even where the .tonnage yield is high

the dollar yield per man-day of labor may be less than in

some of the flat-lying measures of the Northern field.

The productivity of employes in the anthracite industry

for the entire region shows a decrease from 1872 to 1927 of

9.3 per cent and an increase of about 14.9 per cent from 1927

to 1935. In the Southern coal field, productivity per man
employed increased from 11.0 per cent from 1882 to 1927

and by 27.7 per cent from 1927 to 1935. In the Middle West-

ern field, productivity of all employees decreased by 12.2

per cent for the 1877 to 1927 period and increased by 19.5

per cent for the 1927 to 1935 period. In the Panther Creek

Valley, productivity increased by 12.5 per cent from 1877 to

1927 and increased by 2.6 per cent from 1927 to 1935. In the

Eastern Middle field, productivity decreased by 39.7 per

f F. G. Tryon, L. Mann, and H. O. Rogers, U. S. Bureau of Mines, “Coal

in 1930,” page 746.
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cent from 1877 to 1927 and showed an increase of 12.1 per

cent from 1927 to 1935. In the Nanticoke area, the decrease

in productivity from 1877 to 1927 amounted to 27.9 per cent,

and for the 1927 to 1935 period the increase amounted to

20.3 per cent. Productivity in the Wilkes-Barre area de-

clined by 22.4 per cent from 1877 to 1927 and increased by

22.3 per cent from 1927 to 1935. In the Lackawanna area,

productivity decreased by 33.6 per cent from 1877 to 1927

and increased by 13.7 per cent from 1927 to 1935.*

These sharp declines in employment, man-days worked

and the increase in productivity of labor in the Southern

area were the chief immediate causes of bootlegging'. An
examination of other data throws further light on this. In

1924 there were 122 active underground mine operators

working 257 active mines in the four coal counties. In 1936

there were 169 underground mine operators, but they

worked only 242 active mines. This change over a period of

twelve years is not large, but the table below, which shows
the changes by counties, is very revealing.

TABLE III.—NUMBER OF OPERATORS AND ACTIVE MINES BY COUNTIES
,—Schuylkill—, ,—Northumberland—,

, Luzerne
, ,

—Lackawanna—

,

Opera- Opera- Opera- Opera-
Year tors Mines tors Mines tors Mines tors Mines
1924 27 75 10 24 45 90 40 68
1927 25 71 9 21 45 93 36 64
1930 25 55 7 14 40 89 41 70
1933 30 45 7 10 49 86 70 105
1936 32 45 7 11 62 93 68 93
Per cent change,

1924-1936 + 18.5 —40.0 —30.0 —54.2 + 37.8 + 3.3 + 70.0 + 36.8
Source: Compiled from Annual Reports of Pennsylvania Bureau of Mines.

It is at once apparent that a significant shift in the num-
ber and location of operators and of active mines took place

after 1924. In Northumberland county, though only three

operators dropped out from 1924 to 1936, there was a de-

cline of 54.2 per cent in the number of active mines. The
same sharp drop in the number of active mines occurred in

Schuylkill county, where there were 40 per cent fewer mines
in 1936 than in 1924. In Luzerne and Lackawanna counties,

on the other hand, the number of operators and of active

* The data on productivity are taken from an unpublished report by D. C.
Ashmead, which forms part of the Mineral Technology and Output Per Man
Study conducted under the auspices of the Works Progress Administration,
National Research Project on Reemployment Opportunities and Recent
Changes in Industrial Techniques. The data are preliminary and subject
to revision.
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mines increased precipitately. Although production in the

four counties shows about equal declines, this increase in

the number of active mines probably gave more employment
opportunities to the miners in the northern area than to

those in the southern region. This may account for some of

the smaller declines in employment in the northern area rel-

ative to the larger declines in the southern region. The in-

crease in the number of active mines in the northern area,

and the increased employment opportunities here, are due

to the fact that the large companies in these districts gave

leases to small operators. No such policy was pursued by
the large operators in Northumberland and Schuylkill

counties.

Although the large companies in the northern anthracite

area eased the employment situation by leasing small work-

ings to independent operators, the dominant production and

employment factor in the anthracite industry is still the

large company itself. From the inception of the industry,

production has been controlled by a comparatively few

large operators, so that even now nine large companies,

seven of which are known as the line companies, produce

two-thirds of the total legitimate tonnage. In 1934, for ex-

ample, they produced 69 per cent of the total legitimate ton-

nage, while thirteen other companies produced another 15

per cent. The remaining 16 per cent was produced by 166

companies. Of these latter 166 companies, producing only 16

per cent of the tonnage, 122 companies produced less than

50.000 tons apiece in that year. Many of these 122 com-

panies were small operators not much larger than bootleg

holes, and were chiefly located in Lackawanna and Luzerne

counties. Table IV shows the number of companies in each

production group in 1934, by counties.

TABLE IV.—NUMBER OP COMPANIES GROUPED BY PRODUCTION, BY COUNTIES,
IN 1934

Production group Schuylkill Northumberland Luzerne Lackawanna
More than 1,000,000 tons ... 4 5
500.000 to 1,000,000 4 3 3 3
100.000 to 500,000 11 0 10 4
50.000 to 100,000 1 2 4 11
10.000 to 50,000 5 0 21 20

Less than 10.000 0 4 19 40

Source: Compiled from Annual Report of Pennsylvania Bureau of Mines from list of
Anthracite Companies according: to Production.

70



The large companies producing more than a million tons

have holdings and operations which are located in more

than one county and it is. therefore, better to group them

as shown in the above table.

In order to account for the large declines in employment
relative to production in the southern counties where boot-

legging prevails, however, it is necessary to explore further

the employment possibilities which were available to the

miners in these counties.

The falling off of the anthracite market in general, the

increased demand for smaller sizes, the failure to go after

new markets, and the obtaining of more steam sizes than

domestic sizes from the run of the mine coal in the steeply

pitched southern veins, have caused the closing of a large

number of mines in the southern area since 1927. In Schuyl-

kill and Northumberland counties, four large companies

produce over 95 per cent of the tonnage. When the produc-

tion and employment of these large companies decline seri-

ously, the mining communities are literally left without a

source of income. Table V shows the very large decreases

in active mines worked, and in the number of men employed,

by the four large companies which dominate Northumber-
land and Schuylkill counties.

TABLE V.—NUMBER OF ACTIVE UNDERGROUND MINES AND EMPLOYES BY
COMPANIES

Schuylkill County

Philadelphia & Reading Lehigh Valley Lehigh Coal & Naviga-
Coal & Iron Co. Coal Co. lion Co.

Year No. mines * Employees No. mines Employees No. mines Employees
1927 33 17,842 6 3,173 5 4 009
1930 18 13,956 4 3,404 5 3'837
1936 8 6,231 2 903 4 3’317

Northumberland County
Philadelphia & Reading Coal &

Iron Co.

Year No. of mines * Employees
1927 9 5.928
1930 6 5,294
1936 4 3,710

-Susquehanna
No. of mines

5
3
2

Collieries Co.—

,

Employees

4,677
2,664
1,171

Source: Compiled from the Annual Reports of Pennsylvania Bureau of Mines.
* All the above employee data for all companies contain all the workers employed in

and around a mine, including breaker employees, with the exception of the 1936 data
for the Philadelphia & Reading Coal & Iron Co., whose employees for their two central
breakers are listed separately in the Annual Report of the Pennsylvania Bureau of Mines
for 1936 and are not included above. These two central breakers employed an average of
634 employees during 1936.

What has happened in those counties where bootlego’iim
prevails is obvious from the above table. All companies ex-
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cept the Lehigh Coal & Navigation show tremendous de-

clines in the number of active collieries and in employment,

the most serious drops in employment occurring from 1930

to 1936. Even in those collieries which continued to oper-

ate, the number of days actually worked was small, espe-

cially in the Lehigh Coal & Navigation Company.

ITT. Shutdowns, the Concentration of Mining, and
Employment

A more detailed examination of the closing of the mines

shown in the above table, and of the location of the aban-

doned areas, further indicates the effect of the shutdowns

on the communities involved. The Philadelphia & Reading

Coal & Iron Company, which dominates the Southern field,

had 42 collieries in Northumberland and Schuylkill coun-

ties in 1927, of which 9 were in Northumberland county and

33 in Schuylkill county. By 1936 there were only 12 active

collieries left, of which four were in Northumberland

and eight in Schuylkill county. The others had been aban-

doned, and were flooded. Of the Philadelphia and Read-

ing’s underground collieries in Northumberland county

only the Bear Valley colliery, with an average of 873 em-

ployees in 1936, is still operating in the Shamokin district,

whereas in 1927 there were six active collieries in that dis-

trict employing on the average of 3,364 miners. In the Potts-

ville area, of 14 collieries active in 1927 with 8,112 em-

ployees, only the Brookside, employing 733 men, remained

active in 1936. The ten other collieries active in 1936 were

located in the Ashland and Mahanoy areas, and employed on

the average 8,335 miners; in 1927 these two areas had 22

active underground collieries, employing an average of 12,-

294 miners. The areas of the greatest distress, however,

are the Shamokin and Pottsville areas, which with the ex-

ception of one mine each have been completely abandoned

by the Philadelphia & Reading Company. The reasons ad-

vanced by the company for the closing of the mines in these

areas in preference to those in the Ashland-Mahanoy City

areas are the decline of the demand for the Shamokin and
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Pottsville grades of coal, the general decline of the anthra-

cite market, and the higher cost of operation of these mines

compared to others. It may be pointed out, however, that

since there is a concentration of Philadelphia & Reading

mines about the new central breakers built in 1930 and 1932

in Ashland and Mahanoy City, respectively, it was probably

more desirable to keep active the mines surrounding these

new gigantic breakers, which have large overhead expenses,

than to keep active the mines in the Shamokin and Potts-

ville districts. Where the legal mines were shut down, boot-

legging began to develop.

Other large companies in Northumberland and Schuyl-

kill counties also closed many mines, although at a more
gradual rate than the Philadelphia & Reading Company.

Thus the Susquehanna Collieries Company had five mines

in Northumberland county in 1927, employing on the aver-

age 4,677 miners. Of these, two were in the Shamokin dis-

trict and employed 1,617 men, while three were in Mount
Carmel Township in the Ashland district, with an average

of 3,060 men. In 1936 this company had only one active col-

liery, the Pennsylvania, which is located in Mount Carmel
and employs on the average 1,103 men, and a slope at Hick-

ory Swamp employing 68 men. However, in 1936 the Cam-
eron Colliery of the Susquehanna Company, in the Sha-

mokin district, was leased to the Stevens Coal Company,
and gave employment to 873 more men. In Schuylkill

county, the Lehigh Valley Coal Company had six active

mines in the Ashland district in 1927, employing on the av-

erage 3,173 men. It had only two collieries active in the

same district in 1936, employing 903 men. The Lehigh Val-

ley Coal and Navigation Company, which in 1927 had five

collieries in the Schuylkill Valley portion of the Panther
Creek Valley, employing 4,009 men, combined two of them
and thus had four working in 1936, but with only 3,317 men
employed.

IV. Surface Mining and Employment
The concentration of production in fewer mines thus

brought about much larger relative declines in employment
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than in production in Schuylkill and Northumberland coun-

ties, whereas the inverse development occurred in the north-

ern counties (Table II pg. 20). Coupled with this was the

intensification by the southern operators of surface mining

by stripping operations, and the reclaiming of culm banks

to lower the cost of production.* These steps also caused

sharp relative drops in employment. For the entire anthra-

cite field the percentage of strip mining to total production

increased from about 3 per cent in 1929 to an average of 10

per cent of total production for the years of 1933 to 1936.

Culm bank output for the entire field increased from about

1 per cent of total production in 1929 to about 6 per cent

in 1933, though in 1936 culm bank operations dropped to 3

per cent of total production. A comparison by regions pre-

sents a clearer picture, as shown in Table VI.

Table VI.

—

Percentage of Surface Operations to Total Production by
Regions

(— Strip pits —\
/—Culm bank—

^

Region 1934 1936 1934 1936

Western Middle 14.1 11.3 12.3 7.3

Southern 22.4 24.4 2.8 4.2

Eastern Middle 23.8 25.6 2.2 0

Northern 2.4 1.0 2.1 1.3

Total 10.1 9.2 3.7 2.9

Source : Compiled from United States and Pennsylvania Bureaus of Mines,
Annual Reports.

The relative output of surface operations in the Schuyl-

kill field is thus larger than in the two northern counties,

although the percentage of surface mining to total produc-

tion is also large in the Eastern Middle field. Surface out-

put reached its height in the Southern field in 1936, when
28.6 per cent of the total production was obtained in this

manner. Moreover, the Eastern Middle field includes the

Panther Valley, which likewise contributes a high percent-

age of the stripping output. If the percentage of stripping

operations of the Panther Creek Valley be added to the

* It has been claimed by some experts that surface operations, far from
decreasing the cost of production, in the long run actually increase it. It

is said that underground mining becomes sporadic and therefore expensive,
the cost of maintenance is increased, and the mines beneath the stripping
activities become flooded, requiring huge sums to be spent later for dewater-
ing. Also, strip mining destroys the landscape of the mining region.
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surface operations of the Western Middle and Southern

fields, because it is more closely related geographically and
in its problems (including shutdowns and bootlegging) to

the Southern fields it is apparent that these fields taken to-

gether have by far the largest percentage of surface op-

erations.

The Philadelphia & Reading Coal & Iron Company, which

dominates the Southern field, embarked on large surface op-

erations in order to lower the average cost of operation, and
to feed its two huge central breakers. Surface operations

of this company, which in 1929 had been only 6 per cent oi'

total production, reached 25 per cent of the total in 1936.

The extent of the change to surface operations by this com-
pany is more fully brought out when it is realized that while

total production decreased by about 23 per cent from 1929 to

1936,. its culm bank operations increased about 140 per cent

and its stripping operations increased by nearly 400 per

cent in the same period, while its underground mining de-

creased by about 40 per cent.

Any shift to surface mining has the effect of displacing

labor. This is made clear by Table VII, which shows out-

put per man per year for stripping and for all other types
of mining.

Table VII.—Output per Man per Year (Net Tons)
Year Strip pits All other types of mining

1931

1,708 407

1932

1,654 386

1933

1,458 440
1934 1,347 490

1935

1,268 488
Source : Compiled from data in United States Bureau of Mines, Minerals

Yearbooks.

The foregoing table shows that the output per man per
year for strip pit mining was about four times as large as
output per man per year in other types of mining for 1931
and 1932. In 1933 and 1934 the output per man per year
fell to about three times the output in other types of min-
ing. If culm bank and washery operations were subtracted
from tbe data above on all other types of mining, the excess
of output per man per year obtained from strip pit mining
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would appear even larger by comparison.

Surface mining thus contributed a large percentage of the

total anthracite production in Northumberland and Schuyl-

kill counties. That it also decreased the amount of labor

used, and that it was one of the prime causes for the rela-

tively larger declines in employment in Northumberland

and Schuylkill counties as compared with the northern

counties, is unquestionable. It is significant that the high-

est concentration of bootlegging is found in the regions

where underground mines were largely abandoned in favor

of surface operations—that is, around Shamokin and

Pottsville.

CHAPTER IV. NON-MINING OCCUPATIONS, W.P.A.
AND RELIEF IN THE ANTHRACITE COMMUNITIES

I. Non-Mining Occupations

In the last chapter the effects of the decline of production

and employment in the anthracite industry upon the com-

munity were examined. Since people who lose jobs in one

industry commonly seek employment in others, some study

of alternative employment opportunities in the anthracite

community is desirable.

Although anthracite mining is the backbone industry of

tbe four counties under consideration, namely, Northum-
berland, Schuylkill, Luzerne and Lackawanna counties, it

carries with it certain ancillary industries. In addition,

certain other industries are to be found in several places in

the region. Of tbe total number of gainfully employed per-

sons in the four counties, 38 per cent are in mining, 36 per

cent in the service occupations, 23 per cent in other indus-

trial enterprises, and 3 per cent in agriculture.*

The service occupations include the wholesale and retail

trades, transportation and communications, and all public

professional and domestic service occupations. The per-

* See United States Census, 1930.
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centage in tlie service occupations is approximately the

same as it is for the rural section of the United States (re-

gions with population less than 25,000 per township), which

shows a ratio of one service worker for two productive

workers.

Of the total number of persons gainfully employed in

Pennsylvania as a whole, the percentage engaged in agri-

culture is twice as great as the percentage employed in agri-

culture in the above four counties taken alone. The land

in the coal counties is hilly and rolling, and is too steep and

stony for extensive cultivation. Northumberland county

alone reaches the percentage employed in agriculture pre-

vailing in the state as a whole.

Next to mining, the service occupations employ the larg-

est number of people. A miner losing his customary job

hence finds his best opportunity for new employment in the

service industries, not only because these industries utilize

so many people, but also because of the diversity of jobs

involved, most of which do not require special skill or train-

ing. The greatest diversification of industries in the an-

thracite region is found in the three northern cities, namely,

Scranton, Wilkes-Barre and Hazleton. Of these the first is

in Lackawanna county, the other two being in Luzerne. In

the three cities, only 24 per cent of the total persons gain-

fully employed are in mining, compared with 38 per cent of

the four counties as a whole; 46 per cent of the gainfully

employed in the same three cities are engaged in service oc-

cupations, compared with 36 per cent for the four counties

as a whole. Moreover, the percentage of those engaged in

industrial occupations other than mining in the three large

cities reaches almost 30 per cent, while in the four coal

counties as a whole the total in other industrial occupations

is only 23 per cent. Hence the greatest part of all the serv-

ice and industrial occupations in the four counties is found
in the two northern counties, Luzerne and Lackawanna.
The miner of Schuylkill or Northumberland county who

is compelled to seek employment outside of mining there-

fore finds only very limited local opportunities open to him.



An examination of certain other data will bring out the

contrasts between the two sets of counties still more clearly.

In 1933 Luzerne county had 556 establishments working in

97 different industries; Lackawanna had 482 establishments

in 94 different industries; in Northumberland county there

were only 213 establishments, in 55 different industries;

and in Schuylkill county 315 establishments, in 48 different

industries. Thus there were about twice as many different

industries in Luzerne and Lackawanna counties as there

were in Schuylkill and Northumberland counties.* There

are also more heavy industries in the northern counties

than in Northumberland and Schuylkill counties. In con-

sequence, relatively more women are working in industries

other than mining in Northumberland and Schuylkill coun-

ties than in Luzerne and Lackawanna counties. In Schuyl-

kill county about 66 per cent of those workers engaged in in-

dustries other than mining are women, while in Northum-

berland the percentage is 50. In all four counties, the ma-

jority of the industrial workers not engaged in mining are

employed in the textile industries. The per cents range

from about 65 in Lackawanna county to 87 in Schuylkill

county. Finally, the percentage of the total non-mining in-

dustrial workers who are engaged in the metal industries is

four times as great in Northumberland county as it is in

Schuylkill, but it is eight and twenty-four times as great in

Luzerne and Lackawanna counties, respectively, as in

Schuylkill county.

The above discussion indicates that more employment op-

portunities were available in Luzerne and Lackawanna

counties than in Schuylkill and Northumberland counties,

chiefly because of the greater number and diversification of

industries. This made recourse to the establishment of an

* These data come from a source other than the data given thus far in

this chapter. They are taken from the annual Report on Productive Indus-

tries of the Department of Internal Affairs of the Commonwealth of Penn-

sylvania. The coverage differs from the data of the United States Bureau
of Census. Whereas the data of the United States Bureau of Census cover

all occupations and give only establishments doing a business of $5,000 and

over, these data cover manufacturing industries of $1,000 and over, including

mining and excluding the building trades.



illegal mining industry less necessary, from the point of

view of the unemployed miners, in the northern fields than

in the south.

II. W.P.A. AND IlELIEF EXPENDITURES

The tremendous decline in employment and production of

the mining industry, which had been the chief economic sup-

port of the coal counties, necessitated huge W.P.A. and re-

lief grants. Table VIII gives a brief summary of the

W.P.A. and relief expenditures during 1936, in the four coal

counties under consideration.

TABLE VIII.—W. P. A. AND
North-

RELIEF IN 1936

Lack a- Total Penn-
Schuylkill umberland Luzerne wanna sylvania

Average number of cases
receiving relief .... 3,874 2,659 10,700 7,421 169,991

Average number of ner-
sons receiving relief. . 1 1,8*2 'I 9,797 41,793 25,630 553,714

Per cent of population
receiving relief 5.0 7.6 9.4 8.3 5.7

Average number of per-
sons receiving W.P.A.

Per cent of population
0,589 5,349 15,663 10,716 273,795

receiving W.P.A 4.1 4.1 3 . 5 3.5 2.8
Total relief expenditures 1,230,718 943,333 4,065,823 2,516,645 63,443,715
Total W. P. A. earnings 6,979,700 3,876.916 11,532,175 7,852,419 185,423.333
Average direct relief per

person, monthly .... 8.62 7.98 8.13 S.23 9.58
Average W.P.A. earnings

per person, monthly. . 00.66 61.55 61.36 61.07 62.23

Source: Pennsylvania State Emergency Relief Board, and Works Progress Administration.

This table shows how large was the number of people in

the four coal counties dependent upon W.P.A. and Relief

Grants. In the four coal counties combined, 11.6 per cent
of the population was either on relief or on W.P.A. in 1936.

Each direct and indirect beneficiary of relief is accounted
for in the figures, since every person receiving relief is in-

cluded. The total number of persons benefiting from W.P.A.
however, is not indicated. The figures on W.P.A. cover only
those directly employed on W.P.A. projects, and do not
show the persons directly supported by those on W.P.A.
But W.P.A. and relief are mutually exclusive, and for the

most part the W.P.A. worker is the only member of his

family employed. Bv assuming that the average number
of persons in a W.P.A. worker’s family is the same as the

average in the relief family, it can be estimated that about
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20 per cent of the population in Lackawanna county, 23 per

cent of the population in Luzerne county, 23 per cent of the

population in Northumberland county and 18 per cent of the

population in Schuylkill county are directly dependent

either on direct relief or on W.P.A. for their livelihoods.

These percentages are higher than the figures for the entire

State, which show only 15 per cent of the population directly

dependent upon relief and W.P.A. If those dependent upon

C.C.C. and N.Y.A. were included the comparison would

show an even higher relative proportion of the population

dependent on government support in the coal counties.

In 1936, 39 million dollars were spent in the four coal

counties on Relief and W.P.A. Some 33 per cent of this

was apportioned to Northumberland and Schuylkill coun-

ties alone, which also have approximately 33 per cent of the

total population of the four counties. But this Relief and'

W.P.A. appropriation for the four coal counties is 15.7 per

cent of the entire State appropriation, whereas the ratio

of the population of these four coal counties to that of the

whole State is 11.6—somewhat less.

Each person on direct relief receives an average of $8.22

per month, while each W.P.A. worker earns an average of

$61.16 per month in the four coal counties. Assuming that

the W.P.A. workers’ earnings are used for the support of

3.53 persons (which is the average number of persons per

relief family), each person sharing in the W.P.A. earnings

of the four coal counties receives an average of $17.33 per

month. This is more than twice the average of the relief

payments.

Relief and W.P.A. grants have been in the same propor-

tion to population in Northumberland and Schuylkill coun-

ties, where bootlegging chiefly prevails, as in the other two

coal counties. The development of bootlegging therefore

cannot be attributed to any inadequacy in these grants as

compared with similar grants elsewhere in the State. But
it is clear that, for whatever reason, government aid was
insufficient to prevent bootlegging.
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III. Summary. Factors Contributing to Bootlegging

The three previous chapters have attempted to show why

bootlegging developed or could develop in Northumberland

and Schuylkill counties, and why it did not appear in Lu-

zerne and Lackawanna counties.

None of the factors listed have by themselves been the

sole direct cause of bootlegging, but they have all played

some part.

First, the geological formations and the general lie of the

land are far more favorable to bootlegging in Northumber-

land and Schuylkill counties than they are in Luzerne and

Lackawanna. In the Southern fields the coal veins roll and

pitch sharply, and there are innumerable surface outcrops

which can be worked to a certain depth by rather primitive

methods. Moreover, most of these outcrops are on remote

mountainsides well away from highways and settlements,

and screened by bushes and small timber. In the Eastern

Middle and Northern fields the coal beds are typically flat-

ter, do not outcrop so frequently, and are hence less easily

worked from the surface. These various differences did

not cause the development of bootlegging in the Southern

fields, of course, but they provided a physical setting which

made bootlegging far more likely to occur there, when un-

employment and general economic pressure on the bulk of

the local population became severe.

Second, the closing of many collieries by the larger com-

panies in the Southern field, the relatively large amount of

surface mining in this field, the smaller opportunities for

employment, in industries other than mining because of the

lack of cities with diversified industries, and the general

condonation of bootlegging in the Southern field by local'

officials, businessmen, and the clergy, all contributed to the

actual development of bootlegging in Northumberland-

Sclniylkill counties. In the Northern counties, Luzerne and
Lackawanna, the declines in production of coal were as

heavy as in the other two counties, and the people of these

counties were far from prosperous. The factors which con-
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tributed to bootlegging- in the Southern counties were miti-

gated somewhat in the Northern counties, however, and
therefore did not so harshly aggravate the unemployment
problem there. The fact that employment in Luzerne and
Lackawanna did not decline faster than production, as it

did in Northumberland and Schuylkill counties (Table II)

;

the fact that many collieries were leased to small independ-
ent companies, a practice which prevented as great a con-

centration of collieries as in the Southern field; the fact

that surface mining was less actively developed; the fact,

that there are three large cities with diversified industries

in which a majority of the people live; the fact that there

were a greater number of heavier industries—all these con-

ditions helped to alleviate the serious mining unemployment
in the northern counties, and hence helped to prevent the de-

velopment of extensive bootlegging there. In Northumber-
land and Schuylkill counties the opposite conditions pre-

vailed, and the economic pressures which finally culminated

in widespread bootlegging were correspondingly more
severe.

CHAPTER V. BOOTLEG HOLES AND THE BOOTLEG
MINER

I. The Bootleg Holes: Number, Output, and Number
Employed

The bootleg industry as it is conducted today, or the il-

legal mining and sale of anthracite coal, falls into four main

divisions. The first step in the industry is the extraction of

run of the mine coal from holes dug on coal lands belonging

to others. These holes are usually worked by three to five

men, of whom at least one is a certified anthracite miner.

The second step usually consists of the sale of run of the

mine coal to a trucker, who carries the coal directly from

the hole on the mountain to a bootleg breaker. In many
cases the truck is owned by the bootleg breaker operator, al-

though in a majority of cases the truck is owned by the
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trucker himself. At the bootleg breaker the run of the mine

coal is broken, cleaned and sized. This constitutes the third

step in the production of bootleg coal. Finally, the prepared

coal is sold to truckers who deliver the coal directly to the

ultimate consumer. In a few instances, however, it has

been found that coal is both extracted and prepared at the

bootleg hole, placed in bags, and then sold direct to a

trucker who delivers to the consumer.

The present chapter is concerned with the first process

in the production of bootleg coal, namely, the extraction of

coal from the bootleg holes. The figures concerning bootleg

holes that are given in this chapter were obtained from a

survey and census conducted by the Commission in the

spring and early summer of 1937. The figures were secured

through direct questioning of men working in 1,129 bootleg

holes in Northumberland, Schuylkill, Columbia and Dauphin
counties. These holes employed a total of 4,080 men, 50 per

cent of whom have been personally questioned; 580 other

holes have been surveyed but not investigated. Tt is also

estimated that there are 250 holes located in those areas

which were not reached by the survey. The probable total

number of bootleg holes is hence about 1,965. Tt must be un-

derstood, however, that the bootleg mining situation

changes continuously. Men are constantly moving in and
out of the bootleg holes. They leave them when the demand
for coal is low, or when employment opportunities increase,

or when there is little available coal left in their holes. They
also leave when the pressure from the coal companies and
police becomes too heavy. Thus it is not unusual for a boot-

legger to spend part of the year in a hole, part of it per-

haps working at some odd job, and the rest of it looking
for another hole. Because of this everchanging situation,

the actual number of holes being worked at any one time
varies from week to week. The figures given below, on the

number of bootleg holes and miners, were obtained in the

months of May and June, 1937. The data for these months
were then adjusted for seasonal factors, however; and in



addition, estimates of the average figures for twelve-month

periods were secured from the bootleggers. More than half

of all the holes thought to he active at present were covered

directly. Despite the continual Hux in the bootleg industry,

the results obtained by this census are therefore believed to

give a representative and reliable picture of the situation in

general. An explanation of the statistical methods used will

be found in the Appendix.

As stated above, 1,129 bootleg holes were directly covered,

or 57 per cent of the estimated total of 1,965 active holes

now in existence. In these 1,129 holes, an average of 3.6

men were working in each hole. This makes an estimated

grand total of 7,074 men working in all bootleg holes. The

latter figure does not include those engaged in bootleg

breakers or in the trucking of bootleg coal. In addition,

it is estimated that there are at least 2,000 men, women and

children picking coal from the refuse banks in the Southern

fields, mainly for their own use. Some of this coal, however,

is now finding its way into commercial markets. The total

number of persons taking coal from bootleg holes and re-

fuse banks in the Southern and Middle Western fields is

therefore at least 9,000. Since the average bootlegger is a

member of a family of five persons, and since there are

about 1,965 holes, employing on the average 3.6 men per

hole, it can be estimated that about 31,000 persons are

chiefly dependent upon the bootleg holes for their liveli-

hoods.

The average bootleg hole produces 32.5 tons of coal per

week. This average figure was obtained by weighting the

actual weekly output of the holes according to the length of

time the holes had been in operation, in order to obtain a

figure indicative of average production over a period of

time. Table TX presents a summary of the distribution of

the number of holes (in per cents) according to size of pro-

duction, together with the average number of weeks each

hole in each class has been in production.

The average output, as computed from the detailed fig-
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Table IX.

—

Tons Produced per Week per Hole

No. of holes in

Average each class as

produced per week per weeks of per cent of

hole production total

Under 6 21.3 2.1

6 and under 12 29.6 12.3

12 and under 18 39.2 15.4

18 and under 24 26.2 16.6

24 and under 30 33.5 11.1

30 and under 36 42.0 10.7

36 and under 42 47.3 11.1

42 and under 48 32.4 6.6

48 and under 54 64.4 4.3

54 and under 66 49.0 4.3

66 and under 84 55.2 3.6

84 and over 23.4 1.9

Total

•

100.0

ures lying behind the above table, is 32.5 tons per week per

hole. After allowing for the loss of work entailed by dead

work in the hole, rain, snow and other physical factors

which curtail coal production, and also allowing for sea-

sonal fluctuations, it is estimated that total annual bootleg-

production from all bootleg holes in the last year was about

2,300,000 tons. The daily output per bootlegger was 1.3

tons, whereas the output per day per man in legal mines

averaged 2.4 tons for the years 1930 to 1934.* To this an-

nual bootleg hole output, however, should also be added

some 100,000 tons a year which is produced illegally from

the culm and refuse banks. The estimated total annual

illegal output of anthracite is therefore now about 2,400,000

tons.

To check this result, illegal production was also estimated

by an entirely different statistical method based on data

given for actual production by bootleggers in the months
of January, May, and June, and with allowance for the

seasonal variations obtained from the data of the United

States Bureau of Mines on legitimate anthracite produc-

tion. A figure for total annual bootleg production was then

* This estimate of output per man, and the one given above for the total
number of miners in the bootleg holes, are almost identical with the estimates
obtained by the coal companies in a survey they conducted in February and
March.
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obtained which is within 6 per cent of the first figure. Thus,

total annual bootleg production as estimated by two differ-

ent methods lay between 2,400,000 and 2,550,000 tons in the

past year.

Estimating that bootlegging has now dropped about 15

per cent below its peak of 1935, the total annual output of

bootleg coal in 1935 was about 2,900,000 tons. This was

roughly 5 per cent of the total legitimate output for that

year.f

The average price that the bootleg miners get for each

ton of coal sold is $2.65. During the winter months they

receive a higher price; for example, the average was $3.15

per ton during the month of January, 1937. The gross

amount of money received by bootleg miners per year is

about $6,000,000, estimating the annual bootleg hole output

to be 2,300,000 tons. When this figure was checked against

a different set of figures on earnings, expenses, and length

of time of operation throughout the year, the two results

were found to coincide. The amount realized by breaker

operators, and additional income received by holes that sell

sized coal and gross sales realization from consumers, will

be discussed in the next chapter.

In some districts, such as Mahanoy City, the coal is

usually broken, sized and prepared for the consumer di-

rectly at, the hole; 7 per cent of the total bootleg hole ton-

nage is sold in this way to truckers whose destination is the

consumer rather than the bootleg breaker. Of the rest of

the coal mined, 47 per cent is sold to truckers who own their

own trucks and who deliver to the bootleg breakers, 42 per

cent is sold directly to the bootleg breakers and is trans-

ported in trucks owned by these bootleg breakers, and the

remaining 4 per cent is run of the mine coal sold to farmers

and local consumer.

The summary figures on the distribution of the total boot-

leg coal output are as follows, on an annual basis, in tons

(figues representative of 1936-1937):

t See Appendix C for details of methods of calculation.



Bootleg hole tonnage

:

Sold to truckers owning their own trucks who deliver to boot-

leg breakers (47%) 1,085,000

Sold directly to bootleg breakers (42%) 950,000

Sold elsewhere (11%) 265,000

Total 2,300,000

Culm and refuse bank tonnage 100,000

Aggregate bootleg output 2,400,000

[I. The Bootleg Holes: Earnings, Expenses, Length
of Life

The average weekly earnings of the bootleg miners,

weighted for the length of time the miners had been work-

ing in their holes, is $19.70. As shown in Table X, however,

50 per cent of the bootleggers earn less than $16.85 per

week. Earnings vary from one man making less than $1.00

per week to one man making $79.00 per week. The middle

50 per cent of the bootleggers earn between $11.83 and

$21.05 per week.

Table X.

—

-Weekly Earnings of Bootleg Miners

Average
No. of men in

each class as

lgs per week per man weeks of per cent of

(in dollars) production total

Under 3 17.1 .6

3 and under 6 15.6 6.9

6 and under 9 28.5 9.3

9 and under 12 24.0 8.7

12 and under 15 30.5 14.0

15 and under 18 40.6 17.0

18 and under 21 46.9 18.4

21 and under 27 51.0 11.4

27 and under 33 54,8 7.8

33 and under 45 43.4 3.4

45 and under 57 27.1 1.8

57 and under 69 31.8 .6

69 and over 84.0 .1

Total 100.0

The above figures do not include those few persons who
are employed in the holes on a wage basis. Most of the holes

are conducted on a partnership or share-all basis, and only

5.2 per cent of the men in the holes are paid a stipulated

wage. The average earnings of these wage-receivers

amount to $12.50 per week. Some 96.6 per cent of the holes
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are conducted on a partnership basis, and only 3.4 per cent

are run by individuals who hire people to work for them.

Table X hence covers the earnings of those employed in

96.6 per cent of the total of all holes.

Weekly expenses per mine amount to $13.00 on the aver-

age, exclusive of the small amount of wages just referred

to. Expenses include power, dynamite, timber, and other

miscellaneous costs. The weekly expenses for the middle

50 per cent of the holes fall between $7.00 and $16.00.

In 50 per cent of the cases, the initial investment made to

start the bootleg hole was under $72, but in more elaborate

holes higher amounts were invested. The average is $119.00.

A few holes were found in which the reported investment

was as great as $1,000. But the bootleggers at these holes

had either bought trucks, or had machinery for sizing the

coal, and their initial investment is hence really not com-

parable to those of the other bootleg holes. In some cases

investment costs were also high because of the installation

of pumping equipment, ventilating apparatus, trucks, bug-

gies, etc. About 15 per cent of the holes fall in this latter

category.

The summary balance sheet of the average bootleg hole

was as follows on a weekly basis, to the nearest dollar:*

Gross receipts (32.5 tons at $2.65 per ton) $86.00
Total expenses (including pay rolls, amounting to 5.2% of $12.50 X

3.6 men) 16.00

Profits (shared among 3.4 men, since 0.2 men were paid on wage basis) $70.00
Profits per man ($70 -y 3.4) 20.00

The ever-changing location of the bootleg holes becomes

clearly apparent upon an examination of the length of time

of operation of the holes. By length of time of operation

of bootleg boles is meant the length of time the group found
at the hole had been engaged there, when questioned, in both

dead work and the extraction of coal. The average length of

time of operation as defined above, at the time of the survey,

* The computation of these averages is explained in Appendix C. The final

figure for profits as thus calculated is identical to the nearest dollar with the

figure for profits which is given in the text above, and which was computed
directly from the bootleg miners’ answers to questionnaires.



was approximately 7V2 months. When the bootleggers were

questioned concerning the life-time of their previous holes,

it was found that the average age per bootleg hole was

about ten months. More significant, however, is the fact

that although the average length of operation of currently

existing holes had been about 7y> months, 50 per cent of

the holes had been operating less than 3

V

2 months. This

indicates the short duration of operation of many of the

holes. It was also found that 14 per cent of the holes had
been in operation for more than one year, and 7 per cent

two years or more. The distribution is given in Table XI.
Table XI.

—

Months of Operation of Bootleg Holes

Months of operation

Number of bootleg
holes in each class

Under 1

as per cent of total

29.3

1 and under 2 9.4

2 and under 3 9.2

3 and under 6 14.7

6 and under 10 13.6

10 and under 14 9.5

14 and under 20 5.9

20 and under 28 3.5

28 and under 44 3.4

44 and over 1.5

Total 100.0

The unemployed miner, because he has lived in the an-

thracite region for many years, often has a very accurate

knowledge of the location of coal outcroppings, breaches,

and places where the veins run directly beneath the sur-

face. Despite this, however, in most cases the bootleggers

find it necessary to do a good deal of digging and blasting,

or dead work, before the coal is reached. It has been found
that with an average of 3y2 men working a hole, it takes

about seven weeks of dead work on the average, before coal

can be extracted.

Table XII.

—

Weeks of Dead Work in Bootleg Holes

Dead work (weeks)
Number of holes
in each class as

0 and under 2.4

per cent of total

25
2.4 and under 4.6 25
4.6 and under 9.1 25
9.1 and over 25
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In order to determine the exact location of the bootleg

holes, the names of the collieries and the owners of the

properties were listed. Complete information on this was

collected for Northumberland and Columbia counties. For

Northumberland county, it was found that 80 per cent of

the bootleg- holes were located on abandoned collieries, 12

per cent on active collieries, and the remaining 8 per cent

on virgin coal lands. Most of the bootleg holes were con-

centrated in and around abandoned collieries in which the

bootleg miners involved had formerly worked.

The bootlegger usually pursues the same working habits

at his hole that he was accustomed to at the legal mine. He
starts his work early in the morning and finishes in the

middle of the afternoon. There are naturally, however,

many deviations from the usual procedure. On the average

it was found that the bootleggers work eight hours a day

and live days per week, thus putting in a forty-hour week.

The bootlegger works under sub-standard conditions com-

pared to those in the legal mines. He does not have at his

disposal the many safety devices used in legal collieries.

The lack of safety in bootleg holes has been deplored by all

concerned. The Pennsylvania Bureau of Mines has com-

piled a record of fatalities which shows that since the in-

ception of bootleg mining there have been about 100 fatali-

ties. In 1935, there were 28 fatalities in bootleg holes, and

in 1936 there were 32 such fatalities. When this is com-

pared to production per fatality in legal mines, it appears

that in 1935 there was one fatality per 193,079 tons pro-

duced in legal mines, and one fatality per 103,571 tons in

bootleg holes. In 1936, there was one fatality per 225,158

tons in legal mining and one fatality per 75,000 tons in boot-

leg holes—three times as high a fatality rate.

III. The Bootleg Miner : Previous Occupation, Receipt

of Government Help, Age, Citizenship, Education

Of vital concern to an understanding of the bootleg min-

ing situation is the question of who the bootleggers are, and

of their background. It has been found that practically all
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of the bootleggers are men who have spent their lives in the

anthracite region. Over 99y2 per cent of the bootleggers

have been residing in the region, except for temporary ab-

sences to seek other employment, for at least the past ten

years. Among this group are included a small number of

farmers whose homes are located in the coal counties, and

who along with the unemployed miners have entered boot-

legging.

The bootleg miners are for the most part either former
miners or sons of miners. Some 63 per cent of the total

number of bootleggers were formerly engaged in legal min-

ing. Furthermore, 72 per cent of those bootleg miners who
were at one time employed at a legal colliery, or 45 per cent

of all the bootleg miners, have anthracite miners’ certifi-

cates. Of the bootleg miners who have never worked in a

legal mine, 19 per cent are sons of miners who have never

had any kind of previous employment. These are the people

who in previous generations would have started at an early

age to work as slate pickers in the breakers, thereafter grad-

ually moving underground as they gained age and exper-

ience to work as door tenders, mule drivers, laborers, and

finally becoming contract miners. With the closing of the

collieries, however, this present generation of miners’ sons

found the customary path of employment of their fathers

practically closed to them. The remaining 18 per cent of

the total bootleg miners are men who had never worked in

a legal mine, but who had had customary occupations other

than mining.

For the 63 per cent of the bootleg miners who had been

employed in a legal mine at some time during their lives,

the average length of such service was found to be 17 years.

The range was from one-half year to over 50 years of

service. The middle 50 per cent of the miners questioned

had been employed in legal mines from 7 to 25 years, as is

shown in Table XIII.

Of all the bootleg miners who had worked at some time in

a legal mine, 54 per cent had been discharged from their

jobs at the collieries within the past four years, 44 per cent
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Table XIII.

—

Length of Service in Legal Collieries

Number men in

Years of service each class as per

cent of total

Under 7.0 25

7.0 and under 1 5.7 25
15.7 and under 25.3 25
25.3 and over 25

Total 100

had left within the past four to twelve years, and the re-

maining' 2 per cent had not worked at a legal colliery in the

last twelve years. These figures are consistent with the fact

that bootlegging became widespread after 1932, when the

closing of collieries became acute, although they also indi-

cate that unemployment due to the shutting of collieries

gave rise to some bootlegging even before that date. Thus

the spread of bootlegging was in direct proportion to the

closing of the collieries, although it lagged behind the in-

crease in the number of unemployed miners. This is fur-

ther brought out by Table XIV, which shows that the ma-

jority of bootleggers began bootlegging in 1934, 1935 or

1936. They waited two years after the loss of their previ-

ous customary occupation, on the average, before starting

to bootleg. It was also found that there has recently been

a tendency for this interval to decrease. After 1934 the

practice and condonation of bootlegging become so wide-

spread that soon after a miner had lost his regular job he

entered bootlegging. The fact that even so large a fraction

as 16.5 per cent entered bootlegging in 1932 or earlier is ex-

Tabi.e XIV—Year When

Year

1929 and earlier

1930
1931

1932

1933
1934

1935

1936

1937 (first 6 months)

Bootleg Miners Entered Bootlegging

Number of bootleg

miners in each group as

per cent of total

1.3

... 2.8

4.4

8.0

11.9

15.4

.
20.5

. 18.7

17.0

100.0Total
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plained by the protracted decline in legal employment in the

anthracite industry after 1926.

Another set of figures also reveals the relationship be-

tween the shutting of collieries and the increase in boot-

legging. The average length of time the bootleg miners
have been engaged in bootlegging was 28 months. The mid-

dle 50 per cent of the men had been bootleggers between ten

and forty months at the time of questioning.

Although a rigorous study of the destinations and length

ot‘ time spent by unemployed miners in looking for employ-
ment outside of the anthracite coal region after the loss of

their customary occupation was not made, it was ascer-

tained that 14 per cent of the total number of present boot-

leg miners had actually left the coal region at one time or

another to find work elsewhere. Most of these men visited

at least two large cities in the country, and spent about

three months in each place. During this interval between

loss of customary occupation and the beginning of indepen-

dent mining, an interval which was found on the average to

be 2 years, 9 per cent of the total bootleggers did find jobs

in private industry. All of these jobs, however, were classi-

fied as temporary odd jobs, and the men finally came back

to the anthracite regions. There is no evidence to indicate

that any large number secured permanent employment in

other parts of the country.

Of the total number of bootleg miners, 64 per cent have

applied at some time for either relief or W.P.A.
; 54 per cent

were accepted so that at one time or other these 54 per cent

were either on W. P. A. or relief or both; 10 per cent were

refused any kind of government aid ; 3.6 per cent of all boot-

leggers are at present also engaged on government emer-

gency projects, while 14.4 per cent of them are now receiv-

ing relief. In Table XV, a complete summary classification

is presented.

One per cent of all the bootleggers were employed in pri-

vate industry at the time of the survey.

The composition of the bootleg-miner population is dem-
onstrated by a study of the ages of the various groups of
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Table XV.

—

Bootleg Miners on Relief and W. P. A.

Number of
Status bootleggers as

per cent of total

On Relief

:

Now 14.4

Formerly 34.9

Total 49.3*

On W. P. A. (or other government
project) :

Now 3.6

Formerly 17.6

Total 21.2*

men who have entered bootlegging. For this purpose, the

bootleg miners have been classified into categories consist-

ing of those who have previously worked in legal collieries,

those who have never worked in a legal mine, and those who
have never worked at all. While the average age of all boot-

leggers is 32 years, tbe average age of those who have never

worked in a legal mine is 21 years, and the average age of

those who have never worked at all is 20 years. From this

it can be seen that most of the bootleggers who had not prev-

iously worked in a mine had never had any previous em-

ployment at all.

Table XVI, which gives the actual age distribution of all

Table XVI.

—

Ages of Bootleg Miners

Number of men as

Age (in years) per cent of total

13 and under 17 2.1

17 and under 21 . 17.5

21 and under 25 19.2

25 and under 29 13.3

29 and under 33 9.3

33 and under 37 7.2

37 and under 41 6.2

41 and under 45 5.4

45 and under 49 5.0

49 and under 53 5.3

53 and under 57 4.4

57 and under 61 2.8

61 and under 65 1.6

65 and over .7

Total 100.0

* The sum of the totals on relief and W. P. A. is greater than the 54 per cent

of the total bootleggers who were accepted for government aid, since there is

overlapping between the two classifications. Some men received both W. P. A.

and relief.
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the bootleg' miners, shows clearly the large number oi

youths in bootlegging.

It can be seen that 50 per cent of all the bootleg miners

were under 28 years of age. Most of those not falling in the

category of youths who had never worked previously are

former miners.

An examination of the marital status of the bootleg min-

ers reveals that of the total, 56 per cent are single, 42 per

cent are married, and 2 per cent are widowed. The number

who are divorced is less than one per cent.

It was also found that the average number of persons in a

bootleg miner’s family is 5. In this average bootleg family

of five persons, 1.6 of these persons are employed either at

bootlegging, private industry, or on government emergency

projects. Only 0.1 of a person, however, is employed on the

government projects, and 0.2 in private industry. The re-

maining 1.3 persons are employed in bootlegging. Hence

the great majority of the people in bootleg families are

solely dependent upon bootlegging for their livelihoods.

Some 83 per cent of the bootleg miners are native born

citizens of the United States; 14 per cent are naturalized

citizens, the remaining 3 per cent being aliens. As a check,

these figures were compared with the United States Census

figures for Schuylkill and Northumberland counties. It was
found that similar proportions prevail in the total popula-

tions of these counties. According to the United States

Census for 1930, 89 per cent of the total population of

Schuylkill and Northumberland counties combined are na-

tive born, while 11 per cent of the population are foreign

born. In other words, there has been no marked drift of

aliens into bootlegging.

With respect to education, the bootleg miners have re-

ceived barely a grammar school education. More than 50

per cent of them had left school before the eighth grade.

This is traditional procedure among the miners, however,

who learn what they know chiefly not in school or from

books, but in the breakers and later in the mines. Even at
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present, when the lack of employment opportunities is tend-

ing to increase the number of students and to delay the age
at which students leave school, educational opportunities

in the anthracite communities are no more utilized by the

miners than they were prior to the closing of the collieries.

The young men found in the bootleg holes invariably stated

that they left school because they were forced to provide

for themselves and their families, even though the only

available source of livelihood was bootlegging. It should

be noted, however, that 25 per cent of the bootleg miners

have attended high school, although few of them completed

the entire course. The number who have attended college

is less than one per cent.

Some 84 per cent of the bootleggers belong to some union

or other. Of the total number of bootleg miners, 60 per cent

are or were formerly members of the United Mine Workers
of America. This indicates that practically all of the boot-

leg miners who formerly worked in legal mines (or 63 per

cent of all bootleg miners) belonged to this union; 61 per

cent also belong to the Independent Miners and Truckers

Association, while one per cent are members of other

unions. These latter are men whose original occupations

were not mining, and who belonged to the guilds of their

original crafts.

CHAPTER VI. BOOTLEG BREAKERS, BREAKER
WORKERS AND BOOTLEG TRUCKING

I. Bootleg Breakers: Number, Output, Cost, Length
of Life

After the run of the mine coal is extracted from the boot-

leg holes and hauled by trucks off the mountain, it is

brought to the bootleg breaker for cleaning, sizing, and
general preparation for the consumer.

Bootleg breakers are usually ingenious devices-, of widely

varying capacities, which are constructed in the main from
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second-hand materials. They range from primitive hand
crushers and simple shakers to quite complex mechanisms.

In these latter the coal is sent through two sets of revolv-

ing teeth which crush the large chunks. The coal is then

conveyed on a belt to moving screens which sort the coal

into various sizes, dropping each size into a bin located di-

rectly beneath the screens. A gasoline motor is usually

used for power.

The organization and management of the bootlegging

breakers are quite unlike those of the bootleg boles. In the

bootleg hole, a group of miners constituting a partnership,

enters the hole, prepares it for the extraction of coal, and
then divides the net receipts among the partners. The
bootleg miner is hence usually his own employer. The
breaker operator, on the other hand, is generally an em-

ployer in the usual sense of the word. A person usually en-

ters the bootleg breaker business by constructing a breaker

upon land that he owns or leases, and then hiring men to

work in his breaker. Although the expense involved in the

original construction of the breaker commonly involves a

larger investment of capital than the investment in a boot-

leg hole, the return to the breaker operator far exceeds the

return to the bootleg miner. An additional difference be-

tween the bootleg holes and the breakers is the fact that

while the business of the holes involves only the sale of coal,

breaker transactions involve both buying and selling. For
these reasons most of the breakers are run as business en-

terprises in which an individual or a few partners hire help

for a stipulated wage rate, whereas the bootleg holes are

better adapted to operation on a partnership basis.

The data presented below concerning bootleg breakers

are based upon the information rendered by 157 breakers

which employed 591 men, an average of 3.8 men per breaker.

The Commission’s enumerators also mapped the locations

of 40 other breakers in the regions covered, which were not

investigated in detail; and it is estimated that there are 145

additional breakers in the regions not covered directly by
the Commission’s survey. The estimated total number of
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bootleg breakers is lienee 342.* The breakers investigated in

detail hence constitute 42 per cent of the estimated total.

The total number of men engaged in the bootleg breakers

is estimated at 1,300. Since the average number of persons

in each of the families of these bootleg breaker workers is

estimated at 5, the total number of persons directly depen-

dent upon the business of the breakers for their livelihoods

is about 5,700, after allowing for the fact that some mem-
bers of the families are employed in private industry and on

emergency projects.

The average number of tons bought per bootleg breaker

per week is 119, and the average number of sized tons sold

per week is 112. Since it is estimated that there are 342

bootleg breakers operating, and allowing for shutdowns due

to physical factors such as weather conditions and machin-

ery repairs, the annual output of the bootleg breakers is es-

timated at 1,900,000 tons of sized coal.t

Now in the preceding chapter, it was calculated from

questionnaires answered by those in bootleg holes that an-

nual hole production was 2,300,000 tons. In the last para-

graph above, on the basis of a different set of question-

naires answered by a different set of people, annual boot-

leg breaker production was calculated to be 1,900,000 tons.

These two figures obtained from two different sources, ap-

pear to be contradictory, but they are actually consistent

and substantially check with each other, as follows. First,

to the 1,900,000 tons produced annually by the bootleg break-

ers some 150,000 tons, or about 7 per cent of the coal bought

by bootleg breakers, should be added to cover the loss of

the very small steam sizes and other wastes in the process

of sizing and cleaning itself. This makes the total tonnage

* This figure was obtained as follows: (1) Every bootleg breaker and every

bootleg hole in Northumberland County was investigated in detail; (2) in

Northumberland, the ratio of number of holes to number of breakers was 6 to

1
: (3) the Commission’s enumerators estimated the total number of bootleg

holes in Schuylkill County, applied to this number tbe 6 to 1 ratio, and thus

estimated the number of bootleg breakers in Schuylkill; (4) the sum of items

(1) and (3) was 342.

t See Appendix C for details of calculation.
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bought by the bootleg breakers some 2,050,000 tons. Second,

it is estimated that 250,000 tons are sold directly to consum-

ers from the bootleg holes. Most of this coal is sized and
prepared at breakers attached to the holes, and therefore

never reaches the bootleg breakers. If this tonnage is added

to the tonnage bought by the bootleg breakers, the two in-

dependently obtained production figures for total bootleg

production coincide at 2,300,000 tons. The figures given

above can be therefore summarized as follows, on an annual

basis, in tons (figures representative of 1936-37) :

Bootleg breaker output 1,900,000

Bootleg breaker loss in process, etc 150,000

Bootleg bole output sold to others than bootleg breakers 250,000

Total bootleg hole output 2,300,000

Table XVII gives the distribution of bootleg breaker op-

erations according to size of breaker by tons bought and

sold.

Table XVII.

—

Tons of Coal Bought and Sold per Week

Coal bought by Coal sold by break-

breakers in each ers in each class

Tons per week class (number of (number of break-
breakers as per ers as per cent of

cent of total

)

total)

Under 18 . . 7.0 6.3

18 and under 36 14.7 17.4

36 and under 54 . 18.2 19.6

54 and under 90 16.1 16.1

90 and under 126 17.4 14.0

126 and under 180 8.4 9.1

180 and under 234 8.4 8.4

234 and under 306 2.8 2.8

306 and under 396 7 2.1

396 and under 480 4.2 2.1

480 and over 2.1 2.1

Total 100.0 100.0

The price that a bootleg breaker operator pays for each

ton of coal bought from an independent trucker, averaged

through the year, is $3.40. The average price he pays for

each ton of coal bought directly at the hole by his own
trucker is $2.65. Of the total tonnage, 47 per cent is bought

at the holes and the remaining 53 per cent from independent

truckers. The weighted average price paid per ton is hence

99



$3.05. The average price received by the breaker operator

from truckers who deliver to the final consumer is $4.35 per

ton. At 1,900,000 tons per year, the gross annual receipts

of the breaker operators are hence $8,265,000. The prices

received for the various sizes average $2, $4, $5, and $6.50

per ton for buckwheat, pea, nut, and egg respectively. These

sale prices fluctuate with seasonal demand. Most of the

coal sold is in the larger sizes.

Of the $8,265,000 total annual breaker receipts, $6,206,-

000 was used to pay for unbroken run-of-the-mine coal; $2,-

516.000 of this went to the bootleggers at the hole, the other

$3,690,000 going to independent truckers. The latter in turn

paid $2,876,000 to the bootleggers at the holes. The total

payment accruing to the bootleggers at the holes was there-

fore $5,392,000, or $2.65 per ton (as stated above) for the

2.035.000 tons reaching the bootleg breakers. The differ-

ence between the sum of $6,000,000, estimated in the pre-

vious chapter to accrue annually to all the bootleg miners,

and the figure of $5,392,000 given in this paragraph, is ac-

counted for by the money received by bootleg miners for

sized and unsized coal sold directly to the ultimate con-

sumer and to truckers delivering directly to the ultimate

consumer, without going through the independent breakers.

For sized coal sold by holes with breakers there is an ad-

ditional income to the above difference which amounts to

roughly $600,090.

The establishment of a bootleg breaker involves an in-

vestment of money which is substantial for an illegal en-

terprise. The average amount spent in building each

breaker, together with the cost of later improvements, is

$815.00. This average, however, is biased by the existence

of a few breakers which cost over $5,000. For the great

majority of the breakers, the costs lie fairly close to an av-

erage of $382. The actual range of investments in the

breakers, for the middle 50 per cent of the operators, is

from $150 to $867 per breaker. Tt is interesting to note that

16 per cent of the operators invested from $1,100 to $5,400,
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and that 2 per cent invested from $5,400 to $7,200. Table

XVIII presents the cost of the original investment plus im-

provements of bootleg breakers.

Table XVIII.—Cost of Original Investment and Improvements in

Bootleg Breakers

Investment and improve-
Number of breakers
in each group as per

ments (in dollars) cent of total

Under $50 10.7

50 and under 150 14.3

150 and under 300 18.9

300 and under 500 14.8

500 and under 700 11.3

700 and under 900 6.0

900 and under 1,100 5.4

1,100 and under 1,500 3.6

1,500 and under 1,900 4.8

1,900 and under 2,300
. . 1.8

2,300 and under 3,100 3.0

3,100 and under 5,400 2.4

5,400 and over 3.0

Total 100.0

The breakers questioned have been in operation on an av-

erage of 22.8 months. It is interesting to compare this figure

with that for the length of time of operation of the bootleg

holes. In the preceding chapter it was shown that the av-

erage life-span of any one bootleg hole is only 7.5 months.

Moreover, 50 per cent of the holes examined had been in

operation less than 3.5 months. Both figures, of course, are

considerably below the figure for the length of time the

breakers have been operating. The explanation of this

difference is obvious enough. The bootleg breakers are

physically stationary business enterprises, and represent a

considerable investment of money. Having once been estab-

lished, the operations of a breaker are continuous prac-

tically throughout the year. Hence the life of a breaker is

not automatically brought to an end by the exhaustion of

the readily available coal in any one bootleg hole. The
breaker may continue to function as lone- as anv booties

holes at all are active in the adjacent territory. The actual

distribution of the length of time of operation of bootleg-

breakers is given in Table XIX.
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Table XIX.—Length of Time of Operation of Bootleg Breakers

Number of breakers
Time of operation in each group as per

(in months) cent of total

Under 1.5 7.0

1.5 and under 4.5 5.1

4.5 and under 7.5 7.0

7.5 and under 10.5 8.9

10.5 and under 13.5 10.1

13.5 and under 22.5 13.3

22.5 and under 25.5 15.1

25.5 and under 34.5 7.0

34.5 and under 43.5 13.8

43.5 and under 52.5 9.5

52.5 and over 3.2

Total 100.0

1 1. Bootleg Breakers : Wages, Profits, Earnings,

Expenses

Because of the manner in which bootleg breakers are con-

ducted, it lias been found necessary to divide the men work-

ing in the breakers into two classes. In the one class are the

men who share in the profits of the business, and whose

earnings are therefore relatively high. In the other class

are those men who are paid on a wage basis, whose range

of earnings is rather low, and whose average earnings are

considerably below that of the other group.

Of the average of 3.8 men per breaker, 2.4 or 63 per cent

are employees, while the other 1.4 or 37 per cent are em-

ployers. The average weekly earnings of bootleg breaker

employees, weighted by the length of time they had been

working in the given breakers, is $14. As is shown in Table

XX, however, 50 per cent of the bootleggers earn less than

$13 per week. Earnings vary from one man making less

than $6 per week to 7 men making $40 per week. The middle

50 per cent of the breaker employees earn between $9 and

$16.50 per week.

Bootleg breakers are larger business units than bootleg

holes. (One would therefore expect that average weekly ex-

penses for power, repairs, supplies, and rent would be

higher in the breakers. Curiously enough, however, the

average total expenses for these items work out about the
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Table XX.—Weekly Earnings of Breaker Employees

Number of men in

each group as per

Earnings (in dollars) cent of total

Under $3 0

3 and under 6 2.9

6 and under 9 21.6

9 and under 12 15.2

12 and under 15 28.6

15 and under 18 12.8

18 and under 21 6.7

21 and under 27 5.5

27 and under 33 4.1

33 and under 39 .6

39 and over 2.0

Total 100.0

same for the breakers as for the holes, and amount to $13

per week. This is explained by the fact that the bootleg

holes include among their supplies dynamite and timber,

which are a substantial and continuing expense. This off-

sets the higher cost of power and rent in the breakers.

The rent for the land upon which the breaker is erected,

or for the breaker itself when it is leased, averages $2.60

per week.

The bootleg breaker operator pays an average of $3.05 for

each ton of coal that he buys. Hence during a week the av-

erage operator pays $363 for coal, since he buys 1 19 tons.

It must be remembered that coal is bought from two sources.

Some is bought directly at the bootleg holes; for this coal

$2.65 per ton is paid. Some is bought from independent

truckers who have hauled the coal off the mountain from

the bootleg holes to the breaker; for this, $3.40 per ton is

paid. The difference, amounting on the average to $0.75

per ton, accrues to the independent truckers. Since of the

total number of tons bought 53 per cent is obtained from

truckers, the weighted average price paid per ton of coal

is $3.05. This figure checks with the one obtained by ex-

amining the total avergae weekly coal expense per breaker

and the average number of tons bought per week.

On the average, the bootleg breaker operator has an ex-

pense account amounting to $410 per week. This includes

his total payroll cost, the cost of coal, and expenses for pow-
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er, repairs, supplies, and rent. The average distribution

of the total expenses is given in Table XXI.
Of the total average weekly expense per breaker, amount-

ing to $410 , $13 or 3.2 per cent is the cost for power, re-

pairs, supplies, and rent, and $363 or 88.5 per cent is for the

payment for coal. This leaves $34 or 8.3 per cent for the

total payroll cost. The payroll amounts to approximately

$14 per week per employee.

On the average, the gross receipts of the bootleg breaker

Table XXL—Average Total Weekly Expenses per Breaker
Number of breakers

in each group as per

Expenses (in dollars) cent of total

Under $131.85 25

131.85 and under 245.31 25

245.31 and under 476.78 25

476.78 and over 25

Total 100

operator amount to $487 per week. These receipts are pro-

duced by the sale of an average of 112 tons of sized coal

per week, at an average price of $4.35 per ton. Deducting

the total expenses given above, the profits of the average

bootleg breaker establishments are $77 per week. In 71 per

cent of the breakers one man alone operated the breaker,

so that he received the total profits; in another 21 per cent

there were two operators; in 7 per cent there were three;

and in the remaining 1 per cent there were from four to five

operators. The average profit of the average individual

breaker operator is hence $55 per week. Table XXII gives

Table XXII.

—

Weekly Profits of Individual Breaker Operators

Number of operators

in each group as per

Profits (in dollars) cent of total

Up to 10 4.5

Over 10 and up to 20 22.7

Over 20 and up to 30 24.2

Over 30 and up to 40 12.1

Over 40 and up to 50 8.5

Over 50 and up to 70 9.5

Over 70 and up to 100 . . . . 4.0

Over 100 and up to 150 3.0

Over 150 and up to 200 10.0

200 and over 1.5

Total 100.0
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the percentage distribution of the profits of each of the

breaker operators.

The summary balance sheet of the average, bootleg break-

er is as follows, on a weekly basis

:

Gross receipts (112 tons sold @ $4.35) $487.00

Expenses

:

Payroll $ 34.00

Power, repairs, supplies, rent 13.00

Coal (119 tons @ $3.05 average, of which 56 tons @ $2.65

and 63 tons @ $3.40) 363.00

410.00

Profits $ 77.00

Profits per operator (1.4 operator per breaker) $ 55.00

The working habits of bootleg breaker operators and

their employees are substantially the same as those of the

man engaged in the bootleg holes, with a few exceptions.

Business is usually begun at about nine in the morning. The
number of hours worked per day averages a little more than

7 for days per week, or 38 hours per week. Whereas in

the bootleg hole the work is begun earlier during the day

and is continuous for 8 hours, the bootleg breaker workers

may be called upon at any time during the day or evening to

load a truck with coal.

III. The Bootleg Breaker Operators and Workers: Pre-

vious Occupation, Receipt of Government Help, Age
Citizenship, Education

The personal histories of the men under 25 years of age

who are working in the bootleg breakers are practically the

same as those of corresponding ages working in the

bootleg holes. There is a difference, however, with respect

to the older men. The typical breaker operator may be

either a former miner who has accumulated a little money,

or a farmer, or some other person whose customary occupa-

tion was not that of mining. The vast majority of the men
in the bootleg breakers, whether employers or employees,

have spent their lives in the anthracite region; 99.6 per cent

of them have been residing in the region for at least the

past ten years.
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Although a larger fraction of the men working in bootleg

breakers were formerly connected with industries in the

anthracite region other than mining than was true of the

men in the bootleg holes, the number who are former miners

or miners’ sons is large. Forty-seven per cent of the total

number of men now working in bootleg breakers were form-

erly engaged in legal mining. Furthermore, 48 per cent of

those who were at one time employed at a legal colliery, or

23 per cent of all the bootleg breaker workers, have anthra-

cite miners’ certificates. Of the total breaker workers who
have never worked in a legal mine, 36 per cent are sons of

miners who have never had any kind of previous employ-

ment. The corresponding figure for the bootleg miners is

only 19 per cent. The remaining 17 per cent of the total are

men who never worked in a legal mine but who had cus-

tomary occupations in the anthracite regions other than

mining.

Among the 47 per cent who were employed in a legal mine

at some time during their lives, the average length of such

service was found to be 15 years. The range is from one-

half year to 60 years of service. The middle 50 per cent of

the former miners questioned has been employed in legal

mines from 6 to 20 years.

Some of the men now engaged in bootleg breakers, like

those in the bootleg holes, have attempted at times to seek

jobs outside the region. Eighteen per cent of the total num-

ber of the men now working in bootleg breakers did actually

leave the coal region to find work elsewhere. Most of them

sought jobs in large cities, and spent about three months in

each place looking for work. During the interval between

the loss of their previous customary occupations and the

beginning of bootleg activities, 20 per cent of the total

breaker workers found jobs in private industry. Most of

them, however, were classified as temporary odd jobs.

Of the total number of bootleg breaker workers, 56 per

cent applied at one time or another for either relief or

W.P.A. Some 43 per cent were accepted, so that at one time

or other these 43 per cent were either on W.P.A. or relief
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or both. 13 per cent were refused any kind of government

aid. None of the total breaker workers are at present en-

gaged on government emergency projects, although 5 per

cent of them are now receiving relief. In Table XXIII, a

complete classification is presented.

Table XXIII.

—

Breaker Workers on Relief and W. P. A.

Number of breaker

workers as per cent

Status of total

On relief

:

Now 4.9

Formerly 32.9

Total 37.8*

On W. P. A.:
Now 0

Formerly 16.3

Total on W. P. A. (or other gov-
ernment projects) 16.3

It also appears that 0.6 per cent of the total men working

on breakers were employed in private industry at the time

of questioning.

The ages of the men working in bootleg breakers were

likewise investigated. For this purpose the bootleg breaker

workers were grouped into three categories, consisting of

those who have previously worked in legal collieries, those

who have never worked in any legal mine, and those who
have never worked at all. While the average age of all the

men working in bootleg breakers is 30 years, the average

age of those who have never worked in a legal mine is 23

years, and the average age of those who have never worked

at all is 19 years. Table XXIV gives the actual age distribu-

tion of the total workers in bootleg breakers. Some 50 per

cent are under 26 years of age, while the middle 50 per cent

fall between the ages of about 20 and 39 years.

A study of the marital status of the workers in bootleg-

breakers shows that of the total, 54 per cent are single, 45

* The sum of the totals on relief and W. P. A. is greater than the 43 per cent

of the total breaker workers who were accepted for government aid, since there

is overlapping between the two classifications. Some people received both

W. P. A. and relief.
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Table XXTV.—Ages of Bootleg Breaker Workers

Number of men in

each group as per

Age (in years) cent of total

13 and under 17 7.1

17 and under 21 24.9

21 and under 25 14.3

25 and under 29 9.4

29 and under 33 7.1

33 and under 37 8.4

37 and under 41 8.8

41 and under 45 4.9

45 and under 49 4.9

49 and under 53 3.8

53 and under 57 2.8

57 and under 61 1.7

61 and under 65 6
65 and over 1.3

Total 100.0

per cent are married, and 1 per cent are widowed. The
number who are divorced is less than one per cent. It was
also found that the average number in a bootleg- breaker

worker’s family is tive, the middle 50 per cent of the sizes of

the families ranging between two and seven persons.

In the average bootleg breaker family, consisting of tive

persons, 1.7 of these persons are employed either at boot-

legging or in private industry. Only 0.1 are in private in-

dustry, however, and none are employed on government

projects. The remaining 1.6 persons are in bootlegging.

Hence practically all of the people in bootleg breaker fam-

ilies are directly dependent upon bootleg breakers for their

livelihoods.

The great majority of the bootleg breaker workers are

native-born citizens of the United States, the actual figure

being 92 per cent. The number of naturalized citizens en-

gaged in the breakers is 8 per cent, while the number of

aliens is less than 1 per cent. On comparing these figures

with the United States Census of 1930 for Schuylkill and

Northumberland counties, as a check, it was found that the

figures here are similar to those presented in the preceding-

chapter. There has been no marked drift of aliens into the

bootleg breakers.

With respect to union membership, 79 per cent of the
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bootleg breaker workers belong to one union or another.

Of the total number of bootleg breaker workers, 36.1 per

cent are or were formerly members of the United Mine
Workers of America. This indicates that a large percent-

age of those present bootleg breaker workers who formerly

worked in legal mines belonged to the union; 69.1 per cent

belong to the Independent Miners and Truckers Associa-

tion, while one per cent are members of other unions. The
latter are men whose original occupations were other than

that of mining, and who therefore belonged to the guilds of

their original crafts.

The situation with respect to the education of the bootleg

breaker workers is the same as for the bootleg miners at the

holes. Most of them were forced by the pressure of econ-

omic necessity to leave grammar school, and to go to work
in the bootlegging industry, because of the lack of employ-

ment opportunities in the mining industry they would nor-

mally have pursued.

IV. Bootleg Trucking

The verv existence of the bootleg breakers is wliollv de-

pendent upon bootleg holes. It is a little known fact, how-

ever, that the truckers who transport bootleg coal are not

wholly dependent upon the bootleg industry, although boot-

leg mining did give coal trucking a large impetus. Even be-

fore the advent of large scale bootlegging the trucking of

coal from small independent mines, especially in the north-

ern region, was a fast growing industry. Truckers who
carry bootleg coal do not confine themselves wholly to the

transportation of this coal alone. This is especially true

during the winter, when the demand for coal is large. In

the winter, bootleg production is insufficient to supply the

truckers’ needs, and rather than leave their customers un-

satisfied the truckers purchase from legal sources even

though the price per ton of coal is higher than at the boot-

leg breakers. It is estimated that about 50 per cent of the

coal trucked from the southern region during the winter

months is legitimate coal, whereas during the spring and
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summer seasons, when more coal is available at the boot-

leg breakers, this figure falls to about 30 per cent.*

In attempting to estimate the number of truckers involved

in the transportation of bootleg coal, the above factors must
be taken into consideration. As a rule, one man operating-

one truck can haul on the average 4M> loads per day, at 3

tons per load, from the bootleg hole in the mountain to the

bootleg breaker. This works out at roughly 68 tons per

week. The fact that the capacity of the average truck is

only about 3 tons is explained by the difficulty of moving-

coal over the steep and rocky mountain roads. Since an av-

erage of 63 tons per week is bought by each bootleg breaker

operator from independent truckers, as shown above, the

number of independent truckers is a little less than one for

each of the 342 bootleg breakers, or roughly 315 indepen-

dent truckers. This latter figure excludes truckers em-

ployed by the breaker operators, who are included among
the breaker workers.

In addition to the truckers mentioned above are those

truckers who transport coal from the bootleg breakers to

(he consumers. In this case an average of 1% men are used

on each truck (some trucks are operated by one man, al-

though the majority are operated by two). These trucks

haul on the average 7 tons per load, carry an average of one

load per day, and operate 5 days per week. This works out

at roughly 35 tons per week. The trucks vary in size from

4 tons to large trailer trucks, the average being- about 7 tons.

Since there are 342 breakers, which sell an average of 112

tons per week, roughly 1,100 trucks and 2,050 men are en-

gaged in this branch of bootleg trucking. If the number of

truckers who haul directly from bootleg holes to consumers,

amounting to about 50 truckers, is now added to the two

* Two comments may be made here. First, attempts have been made to

calculate bootleg output by counting the number and sizes of trucks on the

highways. Since independent truckers transport both legal and illegal coal,

however, such calculations yield incorrect results, especially during the winter

season. Second, the conception that bootlegging will be eliminated by passing

legislation such as is now being enacted in New York, Baltimore, and New
Jersey fails to take into consideration that this legislation will also eliminate

the trucking of legitimate coal.
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groups of truckers just described, the total number of in-

dependent truckers (excluding those employed by breaker

operators) works out at roughly 2,450.

V. The Financial Size of the Bootleg Coal Industry

From inquiries among the members of the various truck-

ers’ associations, it appears that the average price received

by the truckers for all grades of sized coal sold to final con-

sumers is about $7.50 per ton. These truckers now sell an

average of 2,150,000 tons per year, as shown above (includ-

ing both coal bought from bootleg breakers and the small

quantity which is prepared for market at the bootleg holes

and bought there). The total sum paid to truckers by final

consumers for bootleg coal is therefore roughly $16,000,000

per year.

Of this $16,000,000, the truckers pay some $9,500,000 to

bootleg breakers and bootleg holes for coal ready for the

market. They retain $6,500,000 to cover their own expenses

(cost of trucks, wages, gas, oil, insurance, etc.) and their

own profits; the latter are usually not great, since the av-

erage gross profit above cost of coal is under $1,000 per year

per truck. The gross receipts of the bootleg breakers are

about $8,265,000 per year, of which about $5,392,000 per

year is paid to the bootleg holes for unprepared coal. The
bootleg holes themselves receive this latter sum, plus about

$1,235,000 received direct from truckers for prepared coal,

making total gross receipts for the bootleg holes of about

$6,627,000 per year.

These various figures give a comprehensive picture of the

total financial size of the bootleg industry. They are sum-
marized in Table XXV.
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Table XXV.—Financial Size of the Bootleg Industry: Volumes per Year

(Figures representative of 1936-1937)

Bootleg Truckers (haul to final consumers)—
Receipts: From final consumers (2,150,000 tons at

$7.50 average) $16,000,000

Payments

:

To bootleg breakers, for coal $ 8,265,000

To bootleg holes, for coal 1,235,000

Other expenses and profits 6,500,000

Bootleg Breakers

—

Receipts : From truckers 8,265,000

Payments

:

Direct to bootleggers (own trucks) 2,516,000

To truckers (haul from holes to breakers) . . . . 3,690,000

Other expenses and profits 2,059,000

Bootleg Truckers (haul from holes to breakers)—
Receipts: From breakers ' 3,690,000

Payments

:

To bootleg holes, for coal 2,876,000

Other expenses and profits 814,000

Bootleg Holes—
Receipts

:

Direct from breakers 2,516,000

From truckers who haul from breakers 2,876,000

From truckers who haul to consumers 1,235,000 6,627,000
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APPENDICES

APPENDIX A

Field Schedules and Instructions to Enumerators

To obtain the personal histories of the bootleggers and
pertinent information relating to the bootleg holes and

breakers, four sets of field schedules, each relating to one of

the above subjects, were devised. In addition every field

agent was equipped with a set of instructions explaining in

detail the meaning and purpose of the various questions on

each of the three sets of schedules.

The field agents were divided into two groups
;
one to ob-

tain information on bootleg holes; the other to interview

the bootleggers working in the breakers for their personal

histories and for information concerning the breakers. To
avoid any confusion between bootleggeres in the boles and
those in the breakers, personal histories of the former were
called “Field Schedule II”, while those of the latter were

called “Field Schedule IV”, although the forms of Sched-

ules II and IV were identical. Thus statistics have been

rendered separately for each group. Field Schedule I was
a questionnaire on the bootleg boles, while Field Schedule

III was a questionnaire on the bootleg breakers.

The following are the forms of these Schedules.



ANTHRACITE COAL INDUSTRY COMMISSION

SCHEDULE I—BOOTLEG MINES

Field Agent

Date Mine Sheet No

Ind. 1 .

Ind. 2.

Ind. 3.

A-15 4.

Ind. 5.

A-la, b 6.

Ind.
Ind. 8.

A-2 9.

Ind. 10.

A 3 11.

A-

4

12.

C-5
A-.r> 13.

C-(3

A-

6

14.

C-7
A-14 15.

A-

7

16.

A-8 17.

A-U 18.

A-10 19.

c-l 20.

Ind. 21.

Ind.
oo

08 23.

A-14 24.

A-ll 25.

A-1‘1 26.

A-13 27.

Ind. 28.

Ind. 29.

Ind. 30.

Location of mine

:

Name of owner of land:

Position of man interviewed:
How long at work in this mine:
How long hole worked by present
bootleggers

:

Type of business structure:
(Individual, partnership and fam-

ily enterprise. If partnership,
number of partners should be
indicated,

)

Original investment in mine:
Dead work

:

Average weekly expenses for:

Number of workers:

Of these how many are certified

miners:
Of total employed, how many have
other employment:
How many are on wage basis:

Wages paid per week are:

If not on wage basis how much
does each worker receive per week
when earnings are divided:
Other systems of payment:

Average hours worked per day per
full time worker:
Average days worked per week:
Average days worked per month:
Number of above workers not cov-

ered by personal questionnaire

( Schedule II ) :

How many attempts to evict them:
Is there a court injunction against
them at present:
Serious and fatal accidents since

beginning of independent opera-
tions :

Average number of trucks loaded:

Number of trucks loaded with coal

:

Percentage of coal sold to each of
the following:

No. and names of different truckers
to whom coal is sold:

Number of men per truck:
Current sales price of coal at mine

:

Remarks

:

Township County
(Individual owner)
(Company) Colliery

Years Months
No Names

Cost ft

Men Month . .

Power
Powder
Lrunber
Other supplies
Total
Full time Part time

Average Range
No, of recipients

Nature of income
Now. . . . January. , . . Year ago. . . .

Now. . . . January. . . . Year ago. . . .

Now. . . . January. . . . Year ago. . . .

By whom

Average Range
Per week. . . . Per week. ... .to

Per mo Per mo to

Av. size of trucks tons

Past week Past mo
January
Average size of trucks tons

'I. to truckers %
% direct to bootleg breakers %
% to others %

No Names

Now $ per load: 3 mos. ago
$ per load

114



ANTHRACITE COAL INDUSTRY COMMISSION

SCHEDULE II—BOOTLEG MINERS: PERSONAL

Field Agent

Date Persona] Sheet No

Ind.
Ind.
Ind.

1 . Name
2. Address
3. Working- in mine described on: Mine Sheet No

Ind. 5. Marital status:
B-l 6. Number in family: Total No. employed

At what . .

Ind. 7. Citizenship (check one) : N a.tivc .... Natur Alien
B-2 8. Residence in: 1.927 1932 1935
Ind. 0. Has previously worked in legal

mine

:

B-2
)

B-9 > 10. No. of yrs. worked in leg-al mine:
B-l 2 )

B-3, 13 11. Yr. last worked in leg-al mine:
B-12 12. Names of legal mines worked:
B-12 13. Kind of work in leg-al mine:
B-12 14. Has anthracite miner’s cert.:

B-13 15. Customary occupation other than
mining-: Kind

Name of employer ....
Ind. 1H. Now engag-ed elsewhere Kind ....
B-10 1 7. Length of time elapsed between last

customary job and bootleg mining: Length .... . . From . . . . . To
B-4 18. Private employment during inter-

val given in Ques. 17: Type . . From . . . . . To
Ind. 19. Amount and nature of savings

drawn upon during- interval given
in Ques. 17:

Ind. 20. Applied for W.P.A. or relief work.
State result:

B-5 21. On relief: Now . . . . Formerly
B-6 22. Months on relief since 1932: Length .... . . From . . . . . To
B-13 23. Months on W.P.A.

:

Length .... . . From . . . . . .To

B-7 24. Left coal region to look for other
job

:

B-Ht

B-Sa, b
B-l 1

C-3

'15. Date when began bootleg mining:
'16. Length of time in bootleg' mining:
37. Employment at various holes:

(Length of time—actual months)

C-4 1.

lnd.
1 1-4

lnd.

Ind.
Ind.

3

4

28. Member of Union:
'JO. When did you leave school:
30. Why did you leave school:
31. Why in bootleg mining:
32. Remarks:

Year Month

Av. Wkly. Earn. Nature of Any
( Wages or Prof. ) Accident

Which
Grade
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ANTHRACITE COAL INDUSTRY COMMISSION

SCHEDULE III—BOOTLEG BREAKERS

Ind.

Ind.

Ind.
D-4

Ind.
Ind.
D-3

D-3

D-4
Ind.
F-3
D-5

D-0

D-7

D-8

D-9d

D-9e
D-9b

Ind.

D-l 0

Ind.

Ind.
Ind.

Ind.

D-l 1

D-12

F-4

Ind.

Field Agent

Date Breaker Sheet No

1. Location of breaker:
2a. Breaker owned by:
2b. Who lives at:

2c. Whose other occupation is:

3. Breaker operated at present by:
4. If leased, monthly rent paid for

breaker

:

5. Cost (investment) of breaker:
(1. Repairs of breaker per month:
7a.. Land on which breaker stands is

owned by:

7b. If owned by other insert:

8. II rented, monthly rental for land:
9. How long breaker operated:

10. Number of workers:
11. Number of truck-loads bought:

Township County

Original $. . . . Improvements $

Operator . . . .

Breaker owner
Other person .

Name
Address
Occupation

Breakers . . . Truckers . . . Others . . .

Past Week Past mo
Jan

12. Average number of truck loads
bought during past 3 months:

13. Number of truck loads sold during
past 3 months:

14a. Per cent of sized coal sold:
14b. In own trucks to regions over 20

miles away:
14c. To truckers who sell more than

Average size of trucks tons
Average

Per week ....
Per mo
Average size

Average
Per week ....
Per mo
Average size of truck
Locally

Range
Per week to
Per mo to

of trucks tons
Range

Per week to
Per mo to

tons

lid. Others:
away

:

receipts weekly

:

$
Payments weekly: D9g For coal

F5 Payrolls
Power

D2 Repairs
Supplies

D1 Rent . .

.

and names of other
from whom coal is

D9a Total

:

D9f Profits weekly:
Estimated tons bought:
Estimated tons sold (of each size) :

Estimated price paid for coal: Ind.
D9e

Price received for coal: Ind.
16a. Number of trucks the breaker

owns:
16b. Number

truckers
bought

:

10c. Do any of these truckers sell to
other bootleg breakers?
(Number) :

16d. Number of men on a truck:
17a. Number and names of different

truckers to whom sized coal is

sold

:

17b. Number of men on a truck:
18a. Number of hours worked per day:
18b. Number of days worked per week.:
18c. Number of days worked per mo.:
18d. Number of months worked per yr.:
19. Description of workers by age

groups

:

20. Remarks:

$
$
Weekly tons
Weekly tons
At Breaker $
At mine $
$

Now .... 3 mos. ago .... yr. ago.
Now .... 3 mos. ago .... yr. ago .

Now .... 3 mos. ago .... yr. ago .

This year Last year
Number

Under 21
21-25
Over 25
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ANTHRACITE COAL INDUSTRY COMMISSION
INSTRUCTIONS FOR CENSUS SCHEDULES

General Instructions

Four sets of schedules have been prepared to obtain a

census of bootleg mining:

Schedule I—A questionnaire on bootleg mines.

Schedule II—A questionnaire on the personal history of

bootleg miners working in the mines stud-

ied in Schedule I.

Schedule III—A questionnaire on bootleg breakers.

Schedule IV (Same as Schedule II)—-A questionnaire on

the personal history of men working in

breakers studied in Schedule III.

Field agents will be identified by letters, which will in

turn be used to identify schedules.

Schedules I and II are to be filled out by field agents con-

currently when they go from one bootleg mine to another.

Since the bootleg breakers differ from the actual bootleg

mines in function, there will be specialized field agents who
will work with Schedules III and IV.

Purpose of Schedule I

:

To obtain information concern-

ing bootleg mines under the following topics: employment,

wages, hours of work, production, sales, expenses and

profits.

Purpose of Schedule 11: To get a case history of the

workers in the bootleg mines embracing the following top-

ics : family history, previous occupational status, relief

status, and earnings from bootleg mining.

Purpose of Schedule 111

:

To obtain information concern-

ing the business of the breakers, such as employment, pro-

duction, prices, earnings, sales, expenses, and investments.

Purpose of Schedule IV: Similar to Schedule II with

appropriate changes to give a personal history of workers

in breakers.

The work of the field agent will consist primarily in fol-

lowing instructions given below and filling out the ques-
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tionnaires. The field woi'ker should strive to make his re-

ports on each visit a complete unit, with data identified,

methodically arranged and sufficiently annotated so that the

editing, compilation, and analysis of the data can he utilized

in the office without further reference to the field workers.

Pertinent information should always he recorded on

paper as memories are fallible and field agents are not al-

ways available when further use is being made of Schedules.

In no case is a question to be left blank. If the answer to

a question is none, insert the word “none.” This may apply

l or example to question 13, Schedule I. If the data is with-

held, the words “not given” should be inserted. If the data

is unknown to the person being questioned, insert the words

“no data.” Instructions will indicate where dashes are ac-

ceptable.

Instructions for Schedule I

The field agent will insert his name in full in the appro-

priate space provided at the top of the Schedule, together

with the date on which the questionnaire is filled out. The

mine sheet numbers will follow in numerical sequence, to be

preceded by the letter of the field agent. An effort should he

made to remember the last number used, so that numbers

will neither be duplicated nor skipped.

1. Self-explanatory.

2. Insert after “company, individual owner,” the name
of either the company upon whose property the bootleg

mine is dug, or the name of the individual owner, if the

bootleg mine is dug on land owned hv an individual. In

connection with the name of the colliery, the question arises,

“When is a bootleg mine dug on a colliery?” It is dug on a

colliery when the bootleg hole is located near or about,

above or below, an active or shutdown legal mine. When
such is the case, insert the name of the colliery, and wheth-

er it is active or inactive. When such is not the case, that is,

I he bootleg mine is located on an outcrop far from any ac-

tive or inactive colliery, insert the word “new.”



3 and 4. Tlie reliability of the questions may be ascer-

tained by the answers to these questions. For example, the

operator of the bootleg* hole may give more accurate replies

than a young* boy or other employee.

5. Insert the length of time from the beginning* of boot-

leg operations by the present group to the present.

6. Identify the type of business structure by crossing

out two of the three items, individual, partnership and
family enterprise. By individual is meant one person who
is in charge of operations and hires men to work for him for

wages. By partnership is meant two or more men, not of

the same family, who operate the mine and divide all the

earnings equally. If partnership, insert in the appropriate

space the number of partners. By family enterprise is

meant the operation of the mine by members of the same
family, whether father and sons or brothers and cousins.

7. By original investment in mine is meant the total cost

entailed before any coal was brought to the surface to be

sold. It is the cost of sinking shaft or slope to obtain coal,

the cost of trucks, etc.

8. By dead work is meant the total man months worked

by one or more men in the bootleg hole before coal was
brought to the surface to be sold. Indicate the length of

time of dead work in months, and the number of men en-

gaged in the dead work.

9. The field agent should insert the total when the items

are given individually. When the total alone is given, the

field agent should insert it in the appropriate space.

10. By a full time worker is meant one who works the

standard number of hours per week, etc., as indicated in

questions 17-20 inclusive. By a part time worker is meant
one who is not a full time worker. If a man works, for in-

stance, two full days at a legal mine and two full days at the

bootleg mine, while all the other men work four full days

at the bootleg mine, the man who works two days is a part

time worker. The field agent will be required to use his

judgment in getting a response to this question. He must

119



now allow such reasons as: a miner is a slow worker; or a

worker is too old; lo cause the field agent to classify him as

part time. The number of workers employed includes ev-

erybody working at (inside and outside) the bootleg mine,

whether he be the operator of the mine, an employee, or a

partner.

11. A certified miner is one who has received from the

State authorities a miners’ certificate which is granted only

when the applicant produces satisfactory evidence that he

has been employed for not less than two years as a miner’s

helper in an anthracite mine and has passed an examina-

tion to demonstrate his fitness and knowledge of anthracite

mining practices. The number of such miners of the total

working in that particular bootleg bole should be inserted.

12. By any other employment is meant any other place

(excluding the particular bootleg mine in question), from

which the worker receives money in payment for services

rendered.

13. If a bootleg mine is operated by an individual, or

partners, employing other miners or helpers lor wages, in-

sert the number of such employees. If a mine is operated

solely on a partnership or family basis, insert the word
“none” in the blank.

11. If the answer to question 13 is other than “none,”

insert the wages per week according to the following

scheme: 2 miners, $25.00 each; 3 helpers, 18.00 each, etc. If

wages are paid on basis other than weekly, such as hourly

or daily, indicate this rate as for example: 2 miners, each at

$.50 per hour, etc. If the answer to question 13 is “none”
because the bootleg mine is operated on a partnership or

family basis, insert a dash (— )
in the blank of question 14.

15. If a mine is operated by partners or a family group,

earnings are in general equally divided. Insert the amount

earned per week by one individual, which will then be indi-

cative of all workers. Since earnings vary from week to

week, obtain as many weekly earnings per person as pos-

sible. Add these weekly earnings per person and divide
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by the number of weeks. Insert the result in the blank

marked “Average” of question 15. To obtain the range,

select the lowest and highest of the weekly earnings per

person.

16. If there is remuneration other than wages and earn-

ings described above, as for example : food, board and shel-

ter (which may happen in the case of children), indicate the

number of such persons, and the nature of tliees payments.

17. By average hours worked per day is meant the num-

ber of hours customarily worked full time by the miners. If

it is the custom of the workers of a particular bootleg mine

to work 8 hours per day, although there may be some part

time workers such as boys helping after school, men who
have other jobs, all of whom may average 4 hours per clay,

the average number of hours worked per day is considered

as 8. If the data for three months ago or a year ago is not

obtainable or does not exist, write “no data.”

18 and 19. See instructions for question 17.

20. It may not be possible to interview all the people

forking in a bootleg mine because it may upset the pro-

gram of the workers. Therefore, after filling out Schedule

II ’s, subtract the number of Schedule II’s from the total

number of workers employed as listed in question 10 of

Schedule I, and insert this result in the blank of question 21.

21. Insert the number of attempts to evict them by eith-

er local or state police or coal and iron police.

22. Self-explanatory.

23. Insert the number of serious and fatal accidents, in-

dicating which are which. By a serious accident is meant
one that will incapacitate the worker for several days. The
field agent will be required to use his discretion in accept-

ing answers. For example, he must distinguish between a

sprained ankle, which is serious, and a strained ankle, which

is not serious.

24. Insert under the average number of trucks loaded

per week during operations. Obtain this either by a direct

answer from the bootlegger or by obtaining as many weekly

figures as possible and averaging these. From this data se-
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lect the lowest and highest figures and insert these under

range per week. Obtain similar monthly data and insert the

average size of truck-loads in tons.

25. By number of trucks loaded with coal during the

past week is meant the production for a full week (in terms

of trucks loaded), ending on the Friday, Saturday or Sun-

day (according to when the week ends for a particular in-

dividual operator) nearest to the date when the interview

is made. By past month is meant previous four weeks. If

the hole was not still doing dead work in January or had

just started, insert a — for January.

26. Indicate by percentages the types to whom the out-

put is sold. If “others” is checked, indicate to whom.

27. Attempt to obtain names of all truckers to whom
coal is sold. If this cannot be done, name as many as pos-

sible and indicate the total number of truckers.

28. Indicate the number of men on a truck, including the

driver.

29. The price of coal per ton actually received at the

mine, now and three months ago, whether it be from a truck-

er, a breaker operator, or anyone else, should be inserted.

If the price is given for a truck load, divide this price by

the number of tons the truck hauls.

30. Under “Remarks” write down clearly all informa-

tion gathered, however unrelated it may appear at the mo-

ment. This space may also be utilized for elaboration of

any questions, although the field agent should use his dis-

cretion in filling out this space.

Instructions tor Schedule II

1. Insert full name if possible. If person interviewed

refused to give name, insert “not given” in appropriate

space after question. Even if name is not forthcoming con-

tinue to fill out questionnaire.

2. Insert street, town or county. If cannot get all three,

insert any of the three obtainable. If address is refused,

insert “not given” in appropriate space after question 2.
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3. Refers to mine sheet number of Schedule I in which

mine this particular worker is employed.

4. Self-explanatory.

5. Indicate whether single, married, widowed, or di-

vorced.

6. By family is meant children, wife, aged parents; and
in addition, friend or relative who is supported by person

interviewed. Indicate total number of persons in family as

defined above, including person interviewed. Insert num-
ber in family (including person interviewed) of those who
are self-supporting, and briefly describe nature of such em-

ployment in blank marked “At what.” Furthermore, if an-

other member of the family is engaged in bootleg mining

consider him employed.

7. Self-explanatory.

8. Insert city or town or county as well as the state in

which this person lived on the dates indicated.

9. Answer to be either “yes” or “no.”

10. If “no” is inserted for question 9, insert a dash

(— )
in blank of question 10. If a “yes” is inserted for

question 9, indicate the number to nearest half year, for

example, either 1 year, 2 1/) years, etc.

11. Insert a dash (— )
if answer to question 9 is “no.”

12. Insert actual names of collieries in which person

worked.

13. This may include among other types of work, con-

tract miner, company miner, mucker, laborer, engineer, etc.

14. A certified miner is one as defined under 11 of in-

structions for Schedule I. Answer either “yes” or “no.”
15. If answer to question 9 is “no,” indicate kind of oc-

cupation previous to bootleg mining. This may include

school. If answer to question 9 is “yes” there may or may
not be an answer to 15.

16. Includes all types of private work. A person may
he a railway employee, a clerk in a store, a worker in a mill,

a worker in a legal mine, etc. Indicate nature of work in

this other place.
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17. This refers to actual lapse of time between loss of

customary job listed in question 9 or 15 and beginning of

any bootleg mining.

18. This refers to employment during interval given in

question 17. Therefore, such employment as bootleg mining

or regular occupation is excluded. List separately each

job held in private industry or any kind of private enter-

prise (excluding government projects), which lasted for at

least three months. If there was no such employment, write
‘

‘ none. ’ ’

19. This question attempts to ascertain the source of in-

come during interval referred to in question 17. If during

this time he had no savings, indicate as clearly as possible

source of his living income, such as bonus, insurance,

friends or relatives, temporary jobs referred to in question

18, etc.

20. If worker has received either or both, insert word
“accepted” in appropriate space: If not, insert the word
“refused” and obtain reason why refused. If did not apply

at all, insert “did not apply.” If “accepted” place in par-

enthesis whether accepted on W.P.A. or relief.

21. Some people may have been on relief but at present

are not. If they are on relief when interviewed, place a

check (V) after “now”. If they are not on relief but were

on relief at some time in the past, place a check
( V )

after
‘

‘ formerly. ’ ’

22. Whether a person is on relief at present or was on

relief at some time in the past, after 1932, insert the number
of months this person was actually on relief. Being on

W.P.A. is not to be considered as being on relief. When a

person is on W.P.A. this is to be inserted under questions

23 and 20.

23. Self-explanatory.

24. The question attempts to discover how often a per-

son left the coal region to look for a job, where he went, how
long he stayed, how successful, and why he returned.

25. Indicate actual date when worker first started boot-

leg mining.
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26. Indicate in years and months total time spent in

bootleg holes.

27. This refers to bootleg mining. Indicate length of

time, average money received per week, and nature of any

accident which befell him. List most recent hole first, and

work backwards chronologically. Indicate under average

weekly earnings on each line, by a W or a P whether wages
or profits, respectively.

28. If the person interviewed is a member of a union,

place a check
( V )

in the space allotted
;
if not, place a cross

(X) in the space. If he is a member of the United Mine
Workers of America, insert “U.M.W.” after the word
“which;” if the person is a member of the Independent

Mine Workers ‘and Truckers Association insert “I.M.” If

he is a member of any other union write out the full name
of the union.

29 and 30. It is important to obtain a response to this

question if the person interviewed is from 15 to 25 years old.

If the person is beyond this age it is not necessary for him

to answer these questions. If he does not answer, insert

“not given” or “no data.”

31. Any of the following reasons or any other given

should be inserted after this question; age (too young, no

experience, or too old), colliery shutdown, displaced by a

machine, refused a job because of health, lack of other em-

ployment possibilities.

32. Under “Remarks” write down clearly all informa-

tion gathered, however unrelated it may appear at the mo-
ment, as such information may prove valuable later. The
field agent should use his discretion in filling out this space.

Instructions for Schedule III

1. Self-explanatory.

2A. The owner may be identical with the operator or if

the breaker is leased to an operator, the owner will not be

the same person as the operator. Insert the name of the

man who actually owns the breaker whether he be the oper-

ator or not.



2B. Insert the owner’s address.

2C. If the breaker owner works at the breaker, the an-

swer to this question is “none”; if he leases or rents the

breaker, and does not work any place, write “not em-

ployed”; if he works elsewhere insert his occupation.

3. The name of the person actually operating- the break-

er at present.

4. If breaker is leased insert exact amount paid by the

operator to the owner of the breaker. If not leased insert

“no data.”

5. The original cost of installing the breaker should be

inserted after the word “original.” If at any time after

the initial construction of the breaker additional improve-

ments (not repairs) are made, such costs should be inserted

after ‘
‘ improvements. ’ ’

6. This should include the costs for repairs and main-

tenance of the breakers due to breakdowns in the machinery.

7A. If operator is not the owner of the breaker and he

owns the land upon which breaker stands only insert check

( V) after “operator.” If owner and operator are the same
person and he owns the land upon which the breaker stands

insert check (V) after both “operator” and “breakers own-

er.” If neither operator nor owner of the breaker own the

land upon which the breaker stands insert check (V) after

“other person.”

7B. If the land on which the breaker is erected is owned
by a person other than either the operator and the breaker

owner, insert the name and address and occupation of the

actual owner of the land. If land owned by either operator

or breaker owner, insert “none.”

8. If the land upon which the breaker is erected is owned
by a person other than the operator of the breaker or the

breaker owner, insert the monthly rental paid to the owner
of the land for use of the land. If land owned by either op-

erator or breaker owner, insert “none” after the question.

9. The length of time desired is the period of time which

elapsed from the day the breaker was built up to the

present.
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10. Number of workers on breakers means those actu-

ally engaged in work in or around breaker. The number of

workers on trucks only refers to those who are actually en-

gaged in the transportation of the coal and are employed

by breaker operator. Do not include the number of truckers

who own and operate own trucks. The number of other

workers employed by breaker owners consist of such em-

ployees as clerks, salesmen, etc.

11. The question attempts to ascertain actual number of

truck-loads bought for the periods of time indicated. By
the past week is meant the full week ending on the Friday,

Saturday, or Sunday (according to when the week ends for

a particular individual operator) nearest to the date of the

interview. By past month is meant the last four weeks

nearest to the date of the interview. Insert average size of

truck-loads in tons.

12. Obtain the number of truck-loads bought each week
during the past three months. Add these numbers and di-

vide by the number of weeks. Insert this figure under “Av-
erage per week.” From this data select the lowest and
highest figures and insert these under range per week. Ob-
tain similar monthly data for the past three months and
repeat the process. Insert the average size of truck-loads

in tons.

13. Same as 12, except that this question refers to the

number of truck-loads of sized coal sold to the truckers fol-

dedvery.

14A. By locally is meant within a radius of 20 miles of

total sold, indicate percentage sold locally
;

i. e., coal sold to

anyone living locally who comes to the breaker for the coal,

or coal sold by breaker’s trucks to anyone living in local

region.

14B. Of total sold, indicate percentage carted by break-

er’s own trucks to regions over 20 miles away.

140. Of total sold, indicate percentage sold to other

truckers who sell over 20 miles away.

14D. Of total sold, indicate percentage sold to others not

covered in questions 14 A, B, and C.
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15. Tliis table is a recapitulation table or a balance

sheet relating- to the business of the breaker. Questions

asked here are by necessity repetitions but should not be

copied from other questions, but asked in their chronolog-

ical order. The difference between this question and the

others relating to the same subject is that here only weekly

information is necessary and the other question attempts to

cover a period of time. The number of tons bought and
sold should be asked for in terms of truck-loads bought and

sold and converted into tons. The price for coal per ton at

breaker means the price paid to truckers who own their own
trucks and sell to breaker operators, while the price paid

for coal per ton at mines means the price paid by breaker

operator to bootleg miners at the bootleg hole, which coal

is trucked away by the breaker operators. Estimated re-

ceipts per week and per month are the gross income re-

ceived by a breaker operator from the sale of coal. Insert

the total paid per week to employees as wages by the break-

er operator.

16A, 16B. Self-explanatory.

16G. Of those mentioned in 16B insert the names of the

ones selling to other bootleg breakers as well as the breaker

in question. Also indicate the number of such truckers.

16D. Usually a truck has just a driver. If so, insert a
“1” in this space. If the driver has a helper or a number
of helpers insert both the number of drivers and helper or

helpers.

17A. Self-explanatory.

17B. This refers to trucks buying coal from breaker.

18A, B, C, and I). See instructions for questions 17, 18,

19, and 20 of Schedule I.

19. Insert the number of men including the operator un-

der the age classifications as indicated by this question.

20. Under “Remarks” write down clearly all informa-

tion gathered, however unrelated it may appear at the mo-
ment, as such information may prove valuable later. The
field agent should use his discretion in filling out this space.
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Include the position of the man interviewed as well as

length of service in particular breaker.

Instructions for Schedule IV

The form of this schedule is identical with that of Sched-

ule II, so that the instructions are the same with a few

exceptions. In question 3 of Schedule II replace “Mine
Sheet No.” by “Breaker Sheet No.” for Schedule IV. Fur-

thermore, all questions relating to bootleg mining on Sched-

ule II refer to all branches of the entire industry, whether

it be work in a breaker, trucking, or working in a hole.

Aside from these, there are no further differences between

Schedule II and Schedule IV.

APPENDIX B

Office Schedules and Instructions to Editors

Six sets of schedules have been prepared for the purpose

of checking the answers to the questions of all the field

schedules.

Schedule A.—Questionnaire for checking internal consis-

tency of Schedule I.

Schedule B.—Questionnaire for checking internal consis-

tency of Schedule TI.

Schedule C.—Questionnaire for checking consistency be-

tween Schedule I and all Schedules II covering particular

mine studied in Schedule I.

Schedule D.—Questionnaire for checking internal consis-

tency of Schedule III.

Schedule E (same as Schedule B).—Questionnaire for

checking internal consistency of Schedule TV. (Since Sched-

ules II and IV are the same, Schedules B and E are the

same.)*

* Replace the B's in the left-hand margin of Schedule II by E’s for Schedule
IV. Also replace C3 and C4 of question 27, Schedule II, by F 1 and F2 for
question 27, Schedule IV.
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Schedule F.—Questionnaire for checking consistency be-

tween Schedule III and all Schedules IV covering particu-

lar breaker studied in Schedule III.

These six schedules will be known as the office schedules.

The following symbols are used in the Schedules A-F,
inclusive

:

The symbol “— ” (minus) means a difference or sub-

traction.

The symbol “ + ” (plus) means an addition.

The symbol “X” means multiplication.

The symbol means less than.

The symbol “£” means greater than.

The symbol “U” means less than or equal to.

The symbol means greater than or equal to.

The symbol “=” means equal to.

When the field schedules are received in the office, they

will be recorded in a journal. The appropriate office sched-

ules will then be attached to the field schedules, which will

then be ready for checking.

For Checkers

Headings: The checker will first fill out the headings of

the office schedules. By Mine Sheet No. of Schedule A is

meant the Mine Sheet No. of Schedule I; by Personal Sheet

No. on Schedule B is meant the Personal Sheet No. of

Schedule II; and by “of Mine Sheet No.” on Schedule B is

meant the Mine Sheet No. of Schedule II, question 3; by

Mine Sheet No. on Schedule C is meant Mine Sheet No. of

Schedule I, and by Personal Sheet No. From to

is meant the lowest and highest Personal Sheets Nos. ap-

pearing on all the Schedules II. These latter figures should

run consecutively, and where they do not, a note should be

made. Correspondingly similar remarks apply to Schedules

I), E, and F, and IV and III. By date is meant present

date.

Checking: At the beginning of column (2) of each of the

office schedules, the checker will insert his name alongside

of the word “by.” The process of checking then consists of
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testing the relationships outlined in column (1). Where

the relationship holds, place a check in column (2) along-

side of the corresponding relationship in column (1). Where

this relationship does not hold, place a cross. A here blanks

are indicated in various questions in column (1) insert the

appropriate figures and then test the relationship.

For Editors

In general, all office schedules will be considered by two

editors. In cases of doubt, more than two may be con-

sulted. The first editor will sign his name at the head of

column (3) alongside the word “by” and will go through

the checks and crosses in column (2).

Case I .—If there are no crosses, he will insert check in col-

umn 5, corresponding to each relationship, leav-

ing columns (3) and (4) blank. This will be the

only case where only one editor will edit the

Schedules. This editor will then sign his name at

the bottom of column (5) of the last sheet of the

office schedule.

Case II .—Where there are crosses, the editor will determine

from the markings in the left-hand margin of the

field schedules what questions of the field sched-

ule are involved. Where the notation A-10 is used,

for example, reference is made to question 10 of

Schedule A; where the notation 1-6 is used, for

example, reference is made to question 6 of Sched-

ule I. “Ind” indicates an independent question.

Thus, for example, if A-10 has a cross, 1-19 is wrong. The
editor is then to use his judgment, and all possible data on
the field schedule, to determine if possible what the correct

result in 1-19 should be. Caution must be observed, how-
ever, in retaining the objectivity of the field schedule. All

suggested corrections will then be inserted in column (3)

of the office schedule, corresponding to the particular incor-

rect relationship. If the editor finds he cannot suggest a

correction, since the objectivity would be destroyed, write
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“none” in column (3) in the proper place. The schedules

will now be submitted to a second editor.

The second editor will sign his name at the beginning of

column (4) alongside of the word “by.” The next step is to

consider the suggested corrections. Where the second ed-

itor agrees with the first, he is to write the word “same” in

the proper place in column (4). Where he disagrees, a con-

sultation may ensue, and a decision reached.

In column (5), insert a check for every acceptable rela-

tionship, and an “R” for every rejection. If the suggested

corrections have been approved, the relationship will have

a check even though column (2) had a cross.

When an answer is to be changed on a field schedule as a

result of an approved correction, the original answer on the

field schedule is to be crossed out in red pencil, and the new
result inserted in red, with the initials of the second editor.

This will be done by the editor approving the suggested cor-

rections, at the time of this approval.

The last step involves checking or rejecting the answers

of the field schedules. For this purpose, red pencil will be

used. A guide will be indicated alongside of each question

of the field schedule indicating what relationship must have

held in order that that particular question be acceptable.

If the question is acceptable, place a check at the extreme

left (in red), if not acceptable place an “R”. A general

scanning review of the questions of the field schedule, tak-

ing into consideration the checks and rejections, will then

complete the process of editing.
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APPENDIX B

OFFICE SCHEDULES

Anthracite Coal Industry Commission

Schedule A
Checks Among Questions of Schedule I

Date Mine Sheet No

Relations Check or Suggested Approved Pinal
Cross Corrections Corrections Check

( 1 ) by by by
(3) (3) (4) (6)

la. In pues. 6, no. of names = no.
indicated. la.

b. No. in ques. 6 II no. in ques. 10 b.
2. In ques. 9, individual items =

total. 2.
3. In ques. 11, no. H total no. in

ques. 10. 3.
4. In ques. 12, no. H total no. in

ques. 10 4.
5. In ques. 13, no. H total no. in

ques. 10—no. indicated in ques. 6.

6. Total no. workers indicated in
ques. 14 + no. in ques. 13 1!

total no. in ques. 10.
7. No. of recipients in ques. 16 +

no. in ques. 13 t total no. in
ques. 10.

8. In ques. 17, no. # 24.

9. In ques. 18, no. # 7.

10. In ques. 19, no. # 30.
11. In ques. 25, no. in past month

£ no. in past week.
12. Sum of answers in ques. 26 =

100 %.
13. No. indicated in ques. 27 § no.

of names in same question.

10 .

11 .

12 .

13.

14. “Per week” of ques. 24.... (a)
Sales price per load “now” of
ques. 29 (b)

a X b (e)

Ques. 9, total weekly expenses (d)

Total money, ques. 14 (e)

d + e (f)

e — f (g)

g -5- no. indicated in ques. 6 (h)

Ans. to ques. 15 (i)

h = i

15. Ans. to ques. 4 H ans. to ques. 5.
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Anthracite Coal Industry Commission

Schedule B
Personal Sheet No

Checks Among- Questions of Schedule II

Date of Mine Sheet No,

Relations Check or Suggested Approved Pinal
Cross Corrections Corrections Check

u > by by by
(2) (3) (4) (5)

1. In tines. 6, no. employed *\ total 1.

3. In ques. 10, no. should correspond
to residence in mining: district

during: those years in ques. 8.

3. Ques. 11 should correspond in- 3.

telligently with ques. 8.

4. Length of time in ques. 18 II 4.

length of time in ques. 17.
5. If ques. 31 is checked, “ac- 5.

cepted” should appear in ques.
30.

0. If ques. 33 has significant an- 6.

swer, ques. 31 should be checked.
7. Ans. to ques. 34 should corre- 7.

late with answers to ques. 17,
18, and 10.

8a. 1937—answer to ques. 36 § ans 8a.
to ques. 11.

b. 1937—answer to ques. 36 § ans b.
to ques. 35.

9.

Reasonable relationship between 9.

ques. 4 and ques. 10.
10. Last date in ques. 17 should be 10.

answer to ques. 35.
11. Ques. 36 § total of ques. 37. 11 .

13. II answer to ques. 9 is “yes” 13.
answer to ques. 10. 11. 12, 13.
and 14 should be specific.

If answer to ques. 9 is “no’ ,

ques. 15 should be answered spe-
cifically.

13. If ques. 33 is answered, “ac- 13
cepted” should appear in ques.
30.



Anthracite Coal Industry Commission

Schedule C
Checks between Schedules I and II

Mine Sheet No

Date Personal Sheet No. from to

Relations Check or Suggested Approved Final
Cross Corrections Corrections Cheek

(1

)

by by by
(2) (3) (4) (5)

1. Actual count of schedules II for 1.

this mine (a)
No. in ques. 21 of Schedule I (b)
No. in ques. 10 of Schedule I (e)
a + b should = c.

2. Total of all answers to Schedule 2.
II of particular mine. Ques. 14
H no. in ques. 11 of Schedule I.

3. Schedule II, ques. 27 (1) II 3.
Schedule I. ques. 5.

4. No. in ques. 6, Schedule I § total 4.
of all answers to earning's of
Schedules II of particular mine,
ques. 27 (1) marked “P”.

5. Schedule I, ques. 12 § total of 5.
all answers to Schedules II of
particular mine, ques. 16.

6. Schedule I, ques. 13. § total of 6.
all W earnings of Schedules II
of particular mine, ques. 27 (1).

7. Schedule I, ques. 14, total wages . 7
(a)

Schedule I, ques. 15 x no. in
ques. 6 (b)
a + b § total answers to earn-
ings on Schedules II of particu-
lar mine, ques. 27 (1), regard-
less of whether latter is marked
W or P. All these should be
weekly figures.

8. Schedule I, ques. 24 § sum of all g
answers to accidents on Schedules
II of particular mine. ques. 27
( 1 ).
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Anthracite Coal Industry Commission

Schedule D
(hecks among; Questions of Schedule III

Date Breaker Sheet No

Relations Check or Suggested Approved Final
Cross Corrections Corrections Check

id by by by
(2) (3) (4) (5)

L Ques. 4 or ques. 8 = (approxi- 1.

mately) 4 x rent item in ques
15.

2. Ques. 6 = (app.) 4 x repair 2.
item in ques. 15.

3. In ques. 7a, it both “operator' 1

3.
and “breaker owner” are cheeked.
ques. 2a and 3 should have same
answer. It “other person" is

checked, ques. 7b should be an-
swered specifically.

4. There must be at least one “O” 4.
answer to the questions III 4 and
III 8.

5. Ques. 11 should correspond with 5.
question 9.

(3. In ques. 12, 4 X av. per week (j= av. per month.
7. In ques. 13, 4 x av. per week 7.= av. per month.
8. All items of ques. 11 = 100% 8.

9. Ques. 15 9

a. Total = sum of individual
items.

b. Ques. 13, av. per week x av.
size = (app.) estimated tons
sold in ques. 15.

c. Ques. 12, av. per week x av.
size = (app.) estimated tons
bought in ques. 15.

d. Price received for coal X es-
timated tons sold per week
estimated weekly receipts.

e. Estimated price pd. for coal at
breaker £ est. price paid at
mine.

f. Profits weekly -f total weekly
payments = estimated weekly
receipts.

g. Weekly payments for coal =
price pd. per ton x est. tons
bought.

10. No. in ques. 16a + no. in ques.
16b (a)
No. in ques. 16d (b)
No. of truckers in ques. 10. . (c)
No. of breaker owners specified
as truckers in ques. 2c. ... (d)
a x b U c -f- d

.

11. The time element in ques. 18
should correspond with the time
element in ques. 9, 11, 12, and
13.

12. Total no. in ques. 19 (a)
Total no. in ques. 10 (b)
a = b.

a.

b.

c.

d.

s.

10 .

11 .

12 .



Anthracite Coal Industry Commission

Schedule E
Sanif ax Schedule B as shown on page 134

Anthracite Coal Industry Commission

Schedule F
Cheeks between Schedules III and IV

Relations Cheek or Suggested Approved Final
Cross Corrections Corrections Check

( 1 1 by by by
02) (3) (4) (5)

1. Schedule III, cues. 15, Profits I 1.

total anB. in Schedule IV, ques.
27 (1) marked “P”.

2. In general, each Schedule IV 2.
ques. 27 (1) length of time II

III — 9.

3. Ana. to III — 10 § total of all 3.
Schedule IV for particular mine.

4. Ans. to III — 19 should correlate 4.
with individual ans. to IV — 4.

5. Ans. to III — 15 “pay rolls" § 5.
total of all answers to earnings
of Schedule IV. ques. 27 (1)
marked “W”.
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APPENDIX C

STATISTICAL METHODS

A. Bootleg Holes

Despite t lie attempt to generalize and categorize all an-

swers to all schedules during the process of editing the

schedules, numerous problems arose which were of an in-

dividual nature. Each schedule brought with it its own par-

ticular set of problems, necessitating careful study and a

complete understanding of the situation regarding that par-

ticular schedule, before its answers could either be accepted

or rejected. The actual process employed in going through

the various schedules for consistency and accuracy of data

is described in Appendix B. It should not be supposed, how-

ever, that a rigid and automatic adherence to the procedure

therein outlined sufficed in the editing of the schedules.

Every schedule on each breaker and each bole and each per-

son making answers received individual study, until a com-

plete understanding of each was obtained. That an incon-

sistency between two replies could slip unnoticed through

the maze of interrelated questions was hence not very likely.

Inaccurate data were rejected directly on the schedules.

Having determined the acceptable information, the data

were then tabulated on large tabulating sheets, whose hori-

zontal stubs were the various questions of the various

schedules. In this way 50 schedules, of the same type, were

consolidated into each tabulating sheet, of which each col-

umn presented 50 answers to the same question. This ar-

rangement simplified the tallying of results. When all

schedules had been tabulated as described above, frequency

tables of the desired information were constructed (after a

preliminary testing of the class intervals from a 25 per cent

sample of the data on hand), and the results were tallied ac-

cording to the intervals selected. The final tables which ap-

pear in the text of this report therefore represent the unad-

justed distribution of the responses actually given to the

field enumerators by the bootleggers.
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The averages presented on the various subjects are

weighted arithmetic averages obtained by multiplying the

midpoints of the various class intervals by their respective

frequencies, summing the result and dividing by the total

number of cases. In some cases the extreme values were of

sufficient importance to cause considerable deviations of

the arithmetic average from the median. For example, in

the case of the question on the number of months the boot-

leg holes had been in operation, the arithmetic average was
about seven and one-half months, but the median was three

and one-half months. These two figures, of course, serve

different purposes. The median is the middle case in the

frequency distribution; 50 per cent of the cases are larger

than the median; 50 per cent are smaller. The arithmetic

average, on the other hand, is influenced by skewness in the

distribution. A consideration of both is necessary to a good

understanding of the actual situation.

One of the most important procedures involved in deter-

mining the averages was the question of whether the partic-

ular subject was influenced by one or more other factors im-

portant enough to necessitate weighting the average by
these other factors, or whether an unweighted average was
the more desirable. The procedure followed was to weight

the subject by any factor that had a pronounced effect upon
it, in all cases where anything more than a rough cross-

section picture was desired. When the factor influencing a

subject presented only a small range of variation for more
than half the observations an unweighted average was used,

since under such circumstances the weighted and un-

weighted averages coincide fairly well.

Thus the average for the number of tons produced per

week per bootleg hole was weighted by the length of time
each hole had been in production. The weekly average ob-

tained for each hole was hence indicative of average weekly
output produced over a substantial period of time, and the

average of these figures for the total of all holes gives a rep-

resentative figure for total production. Holes that had been
producing coal for less than four weeks were excluded, since
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an average of weekly figures for less than a four-week

period would not be particularly significant. The average

figure for each hole was hence derived from at least four

items. It was determined in this way that each hole pro-

duces an average of 32.5 tons per week. With an estimated

total of 1,965 holes, the total weekly bootleg hole tonnage

hence amounts to about 64,000 tons. Variations due to

seasonal factors are allowed for in this figure, since the ori-

ginal weekly average production figures as estimated by the

bootleggers themselves allowed for such variations. It is

estimated that because of time lost doing dead work in the

holes, and because of rain, snow, and other natural phe-

nomena, the number of weeks of actual production of coal

per year averages only 36. Therefore the estimated total

yearly output of the bootleg holes is 64,000 tons X 36, or

about 2,300,000 tons. To obtain the total annual illegal ton-

nage another 100,000 tons must be added, representing

gleanings from culm and refuse banks. Since it is estimated

that bootleg production has decreased by about 15 per cent

from its peak in 1935, the 1935 bootleg production was about

2,900,000 tons, or 5 per cent of the 54,000,000 tons of legal

anthracite mined in 1935.

Both the median and the arithmetic average prices re-

ceived per ton of coal are $2.65. This figure was not weight-

ed by the number of tons sold, since the range of prices was

very small. More than 50 per cent of the cases are grouped

closelv around about the average.

In connection with average earnings, however, the time

element is an important factor. Hence the figure for the

average weekly earnings per person was weighted by the

length of time such earnings had been received. The result-

ing average figure was $19.70 per person per week, for those

bootleg miners who are partners in the holes and whose

earnings are hence profits. This figure, however, excludes

the 5.2 per cent of the bootleg miners who are paid a stipu-

lated wage. For the wage receivers the average wage is

$12.50 per week. Since the number of those paid on a wage

basis is small and their range of earnings narrow, only an
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unweighted arithmetic average of weekly earnings was com-

puted to obtain this figure of $12.50.

In computing the average weekly expenses per bootleg

hole (excluding the pay-roll cost), no consideration was
given to the number of men working at the hole. The range

of the number of men per hole is small, and the correlation

between expenses and the number of men is not great. One
man more or less influences the power and supplies items

but little. The $13 weekly average obtained here is there-

fore a simple arithmetic average. The same thing is true

of the figure for the average original investment in each

bootleg hole before the production of coal, and for the aver-

age length of time of operation per bootleg hole at the time

of the survey. The median figure of 3.5 months obtained

in the latter case is far more significant than the arithmetic

average of 7.5 months. The latter figure is considerably in-

fluenced by the higher extreme values.

Since there is a high degree of correlation between length

of time required for dead work and the number of miners in-

volved, the figure for the average amount of time spent on

dead work in a bootleg hole before the extraction of coal

was weighted by the number of men engaged in the dead
work.

B. Bootleg Breakers

A bootleg breaker is not as much subjected to the vag-

aries of nature as are the bootleg holes. It can hence operate

50 weeks during the year
;
two weeks are lost through ma-

chinery repairs, exceptionally had weather, etc. Thus 342

breakers, operating 50 weeks per year and selling 112 tons

of sized coal per week, have an annual output of 342 x 112 x

50, or 1,900,000 tons. This figure is smaller than the figure

for the total annual bootleg hole output of 2,300,000 tons,

given above. The difference is accounted for as explained

in Chapter VI, Section I.

The estimated annual tonnage bought by bootleg breakers

from the holes is 119 x 342 x 50, or 2,035,000 tons, since the

average number of tons bought per week per bootleg break-
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er is 119. This total tonnage is approximately equal, as the

above requires, to 89 per cent of the aggregate of 2,300,000

tons sold annually by the bootleg holes. The following table

shows the total sums paid by the bootleg breakers for such

coal

:

Bootleg Breaker Purchases
1,085,000 tons @ $3.40 ea $3,690,000
950,000 tons @ 2.65 ea 2,516,000

$6,206,000

6,206,000
The average price paid per ton = =$3.05. This

2,035,000
figure agrees with the result obtained from a frequency

table of prices paid by the bootleg breaker operators.

Since the total weekly bootleg breaker profits of $77 are

shared among an average of 1.4 men, the average per man
is $55 per week. This figure agrees with the average com-

puted from the frequency distribution of weekly profits per

person. Similarly, the pay roll is shared among an average

of 2.4 men (on the average there are 3.8 men per breaker),

so that each man gets $14. This figure, too, agrees with the

corresponding frequency distribution of weekly earnings

per person.

C. General Remarks

11 is possible that the data on families might contain du-

plications, since different members of the same family might

work in bootleg establishments. To avoid getting incorrect

averages as a result of this possible duplication, the data

on families were computed both for all bootleggers, and

then separately for those bootleggers who were the only

members in their families engaged in bootlegging. The re-

sults from the two procedures were identical. Even if du-

plications do exist, therefore, they do not influence the re-

sults here obtained.

One other point of general interest deserves mention.

Whenever average figures were requested of the bootleg-

gers in the original survey, these averages were accepted

only in cases where the average was based on at least four

items.
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THE MARKETING SITUATION
OF ANTHRACITE

During the past fifteen years, the anthracite industry has

been confronted with a series of disrupting conditions that

have affected every element of the industry from mining to

consumer buying. It has suffered the adverse effects of

two prolonged strikes. It has lost a third of its market to

competitive fuels. The consumption of oil, its main com-

petitor, has been increasing at a rapid rate. Installations

of oil and gas burning equipment now exceed residential

building construction. The industry has become badly dis-

organized in all of its branches. Price cutting is now a seri-

ous evil. The average price of anthracite has been reduced

to a point where profits are almost impossible. Only recently

has there been any organized attempt to promote the sale of

anthracite and that lacks the support of a large number of

producers. All of these problems have been aggravated by
the increase in the sale of stolen coal. The industry now
faces a serious crisis. If further declines in the consump-

tion of anthracite are to he avoided, immediate and drastic

action is necessary.

Previous studies of the Commission have found that the

technique of mining and preparing anthracite has been

rather well developed, and that the solution to the present

difficulties of the industry lies in improved marketing. The

development of a workable program of rehabilitation for

the industry, therefore, necessitates a well-rounded analy-

sis of these essential elements which control the marketing

of anthracite coal.

Scope of This Study

This study naturally divided itself into three major

phases.

It has first been necessary to examine the amount and the

rate of the decline in the consumption of anthracite coal. In



this connection particular attention lias been given to the

effect of the decline on the price of anthracite, and the

amount of money received from the sale of anthracite by
the producing companies. The change in the market posi-

tion of the various producing companies has also been ex-

amined, together with the changes in the consumption of

anthracite by the various classes of users and the major
consuming regions.

The second part of this report is concerned with a study

of competitive fuels. The growth of these fuels in anthra-

cite consuming territories has been considered and the trend

in the installation of automatic burning equipment has also

been determined. An analysis has also been made of the

trend in the wholesale and retail prices for anthracite and

competitive fuels and the effect upon the competitive fuel

situation.

The third part of this report considers certain marketing

problems affecting the successful distribution of anthracite.

An analysis is made of the sales promotion activities for

anthracite and competitive fuels. Problems of wholesale

and retail distribution are discussed and special emphasis is

placed upon an analysis of the advantages to be derived

from the establishment of a unified marketing organization

for the entire industry .

1

Sources of Data

The material in this report is based upon a careful exam-

ination of recognized statistical sources and upon an inter-

pretation of such other data that throw light on the market-

ing problems of the industry. A large number of personal

interviews were made with leaders ol the various branches

of the fuel industry to secure their interpretation of the

statistical data and the conclusions drawn from that data.

The basic sources of information were publications of the

United States Bureau of Mines, the United States Census

1 Transportation is an important element in the marketing process. Since

it is an unusually significant factor in the cost of marketing anthracite, it has

been made the subject of a separate investigation. For that reason, little at-

tention has been paid to the question of transportation in the present study.
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Bureau, the United States Bureau of Labor Statistics, and
i he Pennsylvania Department of Mines.

In addition, data were secured from the Anthracite Insti-

tute, Anthracite Industries Incorporated, the Committee of

Ten, Media Records, and the statistical departments of

various fuel trade journals.

Personal interviews were made with officers of the

United States Bureau of Mines, the United States Census

Bureau, Anthracite Institute, stoker manufacturers, oil

companies, executives of anthracite producing companies,

sales agents of producing companies, retail coal organiza-

tions, and representatives of various trade journals.

PART I

ANALYSIS OF THE DECLINE IN THE
CONSUMPTION OF ANTHRACITE 1921-1936

The production of anthracite during the generally ac-

cepted period of stability from 1913 to 192U averaged be-

tween eighty-five and ninety million net tons. By 1936, its

production had declined to fifty-four and one half million

tons, representing a reduction in output of approximately

thirty-five per cent, (See Chart I) Since there was a sub-

stantial increase in total fuel consumption during this per-

iod, the decline may he attributed entirely to the growth in

the consumption of competitive fuels.

Practically all the anthracite which is produced is con-

sumed by the collieries or sold to industrial, commercial and

domestic users. All sales of anthracite are referred to as

commercial production, 2 and include shipments to market

and coal sold to the local trade in the vicinity of the mines.

1. Omitting of course the two War years of 1917 and 1918.

2. Since the average commercial production for the period 1919-1921 was
almost identical with that for the average for the non-War years from 1913-

1921, this period has been taken as the base for most of the comparisons made
in this study. The production for 1921 was only slightly higher than for the

three year average, and it has been used as the base when comparable data

for the three year period was difficult to obtain. Some investigators of the
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Since such coal is seldom stored for long- periods of time,

figures for commercial production may be regarded as rea-

sonably accurate measures of the quantity of coal actually

consumed.

Decline in the Revenue Received from the Sale of

Anthracite

Consequent with the decline in the consumption of anthra-

cite, there has been an even greater reduction in the amount
of money received by the operators from the sale of their

product. This more rapid decline in revenue has been

caused by a substantial reduction in the prices of the do-

mestic sizes and by an increase in the percentage of the un-

profitable steam sizes which are now sold by the operators.

(Table I and Chart II) In 1935, the latest year for which

comparable data are available, the total amount of money
received by the anthracite producers was $206,000,000, as

Table I.—Comparative Change in Commercial Production and Value of

Coal Sold, 1921-1935. 1919-1921 Equals 100%

Commercial Production—\ , Value

Thousands Per Cent Thousands Per Cent
Year of Net Tons of 1919-1921 of Dollars of 1919-1921

1919-21 Aver 79,648 100.0 $406,246 100.0

1921 80,714 101.3 442,924 109.0

1922 48,381 60.7 265,935 65.5

1923 85,487 107.3 498,306 122.7

1924 80,291 100.8 471,300 1 16.0

1925 56,653 71.0 323,603 73.0

1926 78,006 97.9 466,421 114.8

1927 73,542 92.3 414,667 101.9

1928 69,672 87.5 385,101 94.8

1929 68,527 86.0 377,592 92.9
1930 64,346 80.8 347,047 85.4
1931 55,537 69.7 289,496 71.3

1932 46,705 58.6 217,908 53.6
1933 46,585 58.5 203,106 50.0
1934 54,042 67.S 240,014 59.1
1935 49,413 62.0 206,634 50.9

Source

:

Department of the Interior, U. S. Bureau of Mines, Annual Re-
ports on Pennsylvania Anthracite.

Note: Value of Colliery Fuel not included.

anthracite industry have taken the years 1924 or 1926 as the starting point of
the present difficulties. While it is recognized that there was no pronounced
decline in production during non-strike years until 1927, the unsettled condi-
tion of the industry during the period 1921-1926 has suggested the use of the
earlier base year.
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compared with an average figure of $406,000,000 for the pe-

riod 1919-1921. This represented a decline of practically fifty

per cent. Since the gross income of the mining companies

has declined more rapidly than their costs of production,

there has been a tremendous shrinkage in their annual 1

earnings, their reserves are being rapidly exhausted and the

financial situation of many of these companies is in a crit-

ical condition. This is not only a serious factor in itself,

but, in addition, it limits the ability of such companies to

properly finance a program of rehabilitation for the

industry.

Changes in the Sizes of Anthracite

Anthracite is sold in two groups of sizes; the domestic

sizes, including egg, stove, nut and pea; and the steam sizes,

made up of buckwheat, rice and barley. Originally there

was a definite basis for this size classification. The larger

sizes were best adapted for use by the household consumer

in hand-fired furnaces, whereas the smaller sizes were used

for steam making purposes by the railroads and manufac-

turing plants, for which forced draft equipment had been

developed. Today this classification is most unsatisfactory

since a large portion of the rice and buckwheat sizes are

now used for commercial and domestic heating, and barley

is the only size that is still used exclusively for steam mak-

ing purposes.

During the period under consideration, there has been a

consistent decline in the percentage of domestic sizes pro-

duced, with a corresponding increase for the steam sizes.

(Table II and Chart III) As a result, there has been a very

small reduction in the total quantities of the various steam

sizes made available for consumption. This decline in the

percentage of domestic sizes has been due to changing min-

ing conditions, new sizing standards, and the necessity for

1. The published statements of the operators, which were presented to the

Commission, indicate that the industry as a whole has sustained a net loss for

he period 1931 to 1935. Even if allowance is made for certain costs which
nav be higher than necessary, it is evident that the opportunities for profit

for most of the companies are very small.



crushing the no-longer popular egg and broken sizes into

more saleable units. Since the average price received for

the smaller sizes has always been far below the average

cost of production, the greater proportion of such sizes sold

in 1935 than in 1921 has bad the same effect as a reduction

in price for all sizes of anthracite.

Trend in the Prices for the Various Sizes of Anthracite

In studying the trend in the price of anthracite, it is ne-

cessary that a distinction be made between the prices which

the mine operators receive for their domestic sizes and the

average price which they receive for their entire output.

It has been the policy of the operators to charge a suffi-

ciently high price for their domestic sizes to balance the

very low prices they received for their steam sizes, which

were in direct competition with bituminous coal. So long

as the industry controlled the domestic heating market and

the percentage of the steam sizes remained low, this did not

Table 11.

—

Trend in Proportion of Various Sizes of Anthracite Shipped

from Breaker ?,1 1921-1935

Percentage of Total Shipment-

Size 1921 1924 1931 1932 1933 1934 1935

Lump and broken 3.6 2.7 0.3 0.3 0.4 0.3 0.3

Egg 14.7 14.3 9.6 9.1 8.5 7.9 7.0

Stove 21.1 21.8 23.6 23.7 22.8 22.4 21.8

Chestnut 26.8 26.2 25.0 24.3 24.0 25.5 26.1

Pea 8.4 8.2 10.3 9.9 10.2 10.6 10.7

Total Domestic 74.6 73.2 68.8 67.3 65.9 66.7 65.9

Buckwheat #1 13.4 12.3 14.9 15.5 15.2 15.3 15.1

Buckwheat #2 6.5 6.7 8.6 8.6 8.9 8.6 9.3

Buckwheat #3 4.6 6.7 6.7 7.2 7.8 7.6 7.8

Boiler .4 .2 2 .2 .1 0.0

Other including #4. . .5 .9 .8 1.2 2.1 1.8 1.9

Total Steam Sizes . . . 25.4 26.8 31.2 32.7 34.1 33.3 34.1

Source : Department of Interior, Linked States Bureau of Mines, Annual
Reports on Pennsylvania Anthracite.

1. Shipments of Dredge and Washery Coal are not included.

present a serious problem. During the past few years, com-

petition has forced the operators to make substantial re-

ductions in the prices of their domestic sizes and has at the

same time prevented them from making adequate increases
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iii the prices of their steam coal. (Table III and Charts
IV and Y) From a competitive angle, it is probably de-

sirable that the prices of the domestic sizes should be fur-

ther reduced. However, so long as there continues to be an
average loss of $2.00 to $2.50 per ton on such a large portion

of the tonnage, additional reductions in the mine price are

impossible if the companies are to continue to operate on a

sound financial basis.

The price reductions during the period 1929-1935 should

have provided the operators with an excellent basis for an

active program to win back some of their lost markets. Oil

and gas were not as well established as they are today and
much might have been accomplished. However, the opera-

tors failed to take advantage of this golden opportunity,

and the consumers, therefore, failed to give the industry

any credit for furnishing them with a cheaper and better

fuel.

Today the industry has a rather extensive promotional

organization and is prepared to conduct effective advertis-

ing and selling programs, but it can no longer offer addi-

tional price inducements to the consumer except at the ex-

pense of profitable operation, 1 and competitive fuels have

now become firmly entrenched in the domestic and com-

mercial heating market.

In their efforts to stifle the competition of the price cut-

ting independent operators and those who sell stolen coal,

in March of this year, the large operators made a drastic

reduction in the prices of their domestic sizes, amounting

to $1.50 per ton on stove and chestnut and $1.25 on egg and

pea. As a result, the industry has had the best April since

1929, producing a total output of more than six million tons,

with a verv large percentage of the sales being made by

those operators who adhere to the so-called circular prices.
2

1. This statement refers to the mine price. The question of reduced freight

rates and lower dealer margins are matters for separate consideration.

2. Circular prices are the quoted prices for anthracite, f. o. b. mines. They

include the normal wholesale margin and theoretically are the prices at which

anthracite may be purchased by the retailer.
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Table III.

—

Average Sales Realization per Net Ton on Anthracite
Shipments from Breakers by Sizes

,

1 1921-1935

Dollars per Net Ton 1 1 % Change

Sizes 1921 1926 1929 1931 1932 1933 1934 1935 1921-1935 1926-1935

Lump & Broken 6.42 7.82 7.08 6.74 5.69 5.43 5.43 5.16 —19.6 —32.7
Egg 6.63 7.81 7.30 7.01 6.17 5.90 5.88 5.44 —17.9 —30.3
Stove 6.85 8.16 7.79 7.37 6.53 6.25 6.23 5.87 —14.3 —28.1

Chestnut 6.84 7.81 7.37 7.21 6.26 5.95 5.98 5.64 —17.5 —25.8
Pea 5.12 5.34 4.16 4.76 4.55 4.22 4.40 4.16 —18.3 —22.1

Total Domestic 6.60 7.73 7.14 6.87 6.09 5.78 5.80 5.45 —17.4 —29.5

Buckwheat # 1

Buckwheat #2
3.06 2.25 2.35 2.79 2.83 2.84 2.86 2.88 —5.9 +28.0

(Rice)
Buckwheat #3

2.03 1.59 1.58 1.52 1.52 1.50 1.56 1.74 —14.3 +9.4

(Barley) 1.73 1.18 1.19 1.03 .97 1.00 .97 1.08 —37.6 —5.8

Total Steam 2 2.45 1.73 1.82 2.00 1.98 1.93 1.98 2.03 —16.4 + 17.3

Total All Sizes 5.59 6.11 5.63 5.35 4.74 4.46 4.53 4.29 —23.3 —29.8

Source: Department of Interior, United States Bureau of Mines, Annual
Reports on Pennsylvania Anthracite for 1926, 1931 and 1935.

1. Prices do not include margins of independent sales agents or selling ex-
penses of sales departments of producing companies.

2. Includes #4 buckwheat. In 1935, this fuel averaged 52 cents per net ton.

These reduced prices have encouraged the retail dealers

to purchase unusually large quantities of anthracite in an-

ticipation of next winter’s requirements. A limited number
of consumers (who buy most of their coal during' the heating

season) have taken advantage of this reduction and have

filled their bins for next winter. However, this has merely
transferred this coal from the mine to storage and does not

mean that there will be a corresponding increase in the con-

sumption of anthracite this coming winter. As a result of

the large retail purchases in April and the early part of

May, the industry is faced with the prospect of reduced

sales throughout the late summer and early fall. No new
markets for anthracite have been opened up and the compe-

tition of the independent and bootlegger has only been tem-

porarily curtailed at a large financial loss to many of the

sponsoring companies. This price reduction is typical of

the disorganized condition of the industry and the absence

of sound planning in the marketing of its product.
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Analysis of ilie Decline by Producing Regions

Anthracite is produced in three major areas commonly
known as the Wyoming, Schuylkill and Lehigh Regions. Al-

though the largest reserves are to be found in the Schuylkill

and Lehigh areas, during the last twenty-five years the

Wyoming region has consistently produced more than half

of the total anthracite tonnage. This situation has been due

to the low costs of mining and the preference of many con-

sumers for the burning qualities of the coal found in that

area.

During the period under consideration, there has been

very little change in the proportion of the total sales of an-

thracite made by the companies in these regions. (Table

IV and Chart VI) Between 1921 and 1931, the two south-

ern regions gained slightly at the expense of the northern

region but not sufficiently to affect the comparative im-

portance of the different areas. In 1935 1

,
the proportions

of the total tonnage coming from each region were almost

identical with those for 1931. It is surprising that during

a period when bootlegging had its greatest development,

that the Wyoming region did not gain at the expense of the

other two regions. This would seem to indicate that al-

though nearly all of this bootleg coal was stolen from the

southern fields, the competition offered by this coal has af-

fected the market for legitimate coal from all regions on an

equal basis.

The Wyoming region not only enjoys the largest percent-

age of the total business, but it also realizes a much higher

price on each ton of coal which it sells. This is not because

companies in that region charge a higher price for their

coal, but because their percentage of recovery of the do-

mestic sizes is much larger than for the other two regions.

In 1935, the average price received by producers in the

Wyoming field was $4.45 a ton, as compared with $3.72 for

1. Comparable data for 1936 are not yet available from the U. S. Bureau of

Mines. The preliminary reports of the Pennsylvania Department of Mines

for that year, however, do not suggest any marked change in proportionate

output of the various regions.
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the Schuylkill area and $4.18 for the entire industry. This

discrepancy presents difficult problems when consideration

is given to the establishment of fixed prices by sizes for all

producers of anthracite. A price which would yield a satis-

factory return in the Wyoming area would result in a loss

for the operators in the Schuylkill area, and if the price

were advanced to enable profitable operation in the Schuyl-

kill area, it would mean undue profits for the northern pro-

ducers. While this factor may not present insurmountable

problems, it must be considered in any program of price

fixing under the existing distribution of sizes of anthracite

now shipped to market. 1

Change in the Marketing Position of the Various Classes

of Producing Companies

The two major producing groups in the anthracite in-

dustry are commonly referred to as the “line and inde-

pendent’’ companies. The “line” companies are so-called

because of their original affiliation with one of the several

anthracite railroads. Although most of these companies
are not supposed to have a direct connection with a railroad

system at present, they still seem to possess a group identity

in their price policies, rate of production and organization

activities. All other producers are called “independent”
operators and will be so regarded in this study. This latter

group may be subdivided into large independents producing

or controlling over 500,000 net tons; small independents

producing between 100,000 and 500,000 net tons
;
and small

producers whose output is less than 100,000 net tons.

Up until 1921, the line companies had completely domin-

ated the industry, and, through their ownership of the rail-

road and many of the mines operated by the independents,

they had been in a position to control the activities of these

1. It has been suggested by certain individuals that lower costs in the
southern field enable those operators to produce their coal at lower cost.

Insofar as washery coal is concerned ( representing 12 per cent of the total out-
put in that area) this contention is undoubtedly true. However, there is also

a large differential between the fresh mined prices for the two areas. Data on
relative costs of mining are naturally beyond the scope of this investigation.
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smaller producers. Since 1921, this situation has been sub-

stantially changed. Not only have the independent oper-

ators increased their percentage of the total sales from 24.7

per cent in 1919-1921 to 42.7 per cent in 1936, but the total

quantity of coal sold by these companies lias actually in-

creased. This means that the entire loss in tonnage of the

industry for this period bad been sustained by the line

companies.

An examination of the records for the individual line op-

erators showed that they all have suffered substantial de-

clines in sales for the period 1919-1921 to 1936. (Table V
and Chart VII) Only one of these companies, the Susque-

hanna Collieries Company, was able to maintain its former

share of the total output. It is interesting that the Phila-

delphia and Reading Coal and Iron Company, from whose

properties a great deal of the bootleg coal has been taken,

suffered the smallest decline of any line operator during

the period 1931 to 1935.

The different groups of independents showed varying

trends during this period. (Table VI and Chart VIII) The

large independent group was able to hold its own, princi-

pally because several new producing units were organized

and because two of the sales agents represented in this

classification took over the output of an increased number

of mines. 1 The group of independents producing 100,000 to

500,000 tons doubled its output during the fifteen year pe-

riod; most of the gains, however, occurred during the past

five years. This group was able to increase its tonnage be-

cause of the opening up of several new independent opera-

tions between 1931 and 1936. A number of these mines

were leased to independent producers by line companies be-

cause such operations had proved unprofitable. The group

of very small producers was not so fortunate and their out-

put declined almost as much as the average decline for the

entire industry. Apparently such small operations are not

very satisfactory in this particular business.

1 A detailed analysis of the various large independents will he found in the

Appendix.
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Explanation of the Improved Position of the Independent

Operators

There seems to be only one logical explanation for the

better showing made by the independents than that of the

line companies; namely, lower market prices. There is no

evidence that they have had a superior merchandising pro-

gram. With few exceptions it is certain that their coal is

not of better quality than that of the line companies. Fur-

thermore, the retailer prefers to purchase his coal from the

larger operators so long as their prices are not too much
higher than those of the small producers. These companies

are in a position to give the dealer more sales assistance

and to take care of sudden demands for coal as the result

of unexpected increases in fuel consumption .

1

There is definite evidence to prove that the circular or

quoted prices are not maintained by all operators. It has

been the practice of the independents for a number of years

to sell their domestic sizes at twenty-five cents below the

circular prices quoted by the line companies. With the de-

cline in anthracite consumption and the reduced earnings of

the retail dealer, this small price differential has proved

very attractive, especially when he has not been compelled

to pass this saving on to the consumer.

There is a rather large differential between the net

quoted prices of the line companies and the average prices

actually received by all anthracite producers. Even when
allowance is made for the wholesale margin and all dis-

counts for prompt payment have been deducted, the actual

price is still substantially below the quoted price. When
we consider that a large portion of the total tonnage was
sold at these quoted prices, it is evident that the price dif-

ferential for those companies who did not maintain prices

was much greater than figures indicate in Table VII.

1. During the months of January and February, 1934, when the Atlantic

Seaboard experienced some of the coldest weather in its history, there was
an unprecedented increase in the demand for coal. An examination of the

sales of the line companies shows that these companies supplied a very large

proportion of the increased requirements of the market during that period.



During the first two months of 1937 the line companies

only accounted for 55 per cent of the total sales of the in-

dustry. As a result of the drastic spring price reduction,

they were able to sell so much additional coal in March and
April that their share of the total output for the four-month

period had increased to 66 per cent. Since the share of

these companies has been following a downward trend dur-

ing recent years, their improved position in 1937 can be ex-

plained entirely on the basis of price.

Reasons for the Lower Prices of the Independents

Most of the coal produced by independent operators is

mined from properties leased by the line companies. Many
of these mines are high cost operations and had proved un-

profitable to their owners. It is surprising that these new

tenants have been able to pay a royalty for operating these

mines and at the same time reduce their prices below those

charged by the line operators.

Several reasons have been advanced for this phenomenon.

It has been intimated that these smaller producers have re-

duced the standby charges by operating such mines more

days a year. It has been further contended that they are

Table VII.-—Comparison of Quoted Prices and Actual Price Received for

Various Sizes of Anthracite in 1935

Ave. Net Ave.
Quoted 1 Wholesale2 Quoted Realized3

Price Margins Price Price Difference

Stove $6.67 $ .33 $6.34 $5.86 $ .48

Chestnut 6.42 .32 6.10 5.63 .47

Pea 4.80 .24 4.56 4.15 .41

Buckwheat # 1 3.25 .16 3.09 2.86 .23

Buckwheat #2 2.10 .11 1.99 1.76 .23

Buckwheat #3 1.40 .07 1.33 1.06 .27

Source

:

1. Saward’s Annual 1936—page 71. These prices have been weighted.

2. 5% of Mine Price. Since a considerable quantity of coal is handled by
sales departments and producing companies, whose sales expense may not

have been 5%, these margins are probably higher than they should be.

3. U. S. Department of Interior, Bureau of Mines, Anthracite Coal Tables,

page 5.

able to make more satisfactory contracts with their em-

ployees and have thereby reduced their costs of production.

These lessees do not have the same interest in their mines

174



as those operated by owners, and many of them produce

coal with little regard for the future welfare of such mines.

This means that much of the coal on these properties will

never be recovered due to this short sighted policy. Finally,

these smaller operators lack stability. It is significant that

of the 113 companies listed by the Anthracite Institute for

1931, only 56 were operating under the same management in

1936. In 1936, the total number of operators had increased

to 175, which meant that 119 new companies had come into

existence during the five-year period, representing a total

commercial output of approximately six and one half mil-

lion net tons. This does not mean that new mines were

developed, but rather that established mines had been taken

over by a new operating management. Such lack of per-

manency is accompanied by failures to pay taxes, supply

bills and royalty charges to the owners of these properties.

The price competition of the independent operators has

been instrumental in forcing the price of anthracite down
from the high level that prevailed during the period 1926-

1929. It likewise has probably helped to prevent some con-

sumers from turning to competitive fuels. Up to a certain

point, therefore, it was rather beneficial to the industry.

The continuance of such price competition will prove dis-

astrous. The average price of anthracite has already reach-

ed a point where profitable operation for the majority of the

producers is impossible. A continued reduction in such

prices, without a corresponding increase in sales, will ne-

cessarily force many of the companies into bankruptcy.

This lack of stability of prices makes effective merchan-
dising almost impossible. Such reduced prices are used to

steal business from some other producing company and not

to create new markets for anthracite. In many cases, these

price reductions are used to attract dealer purchases and
are not passed on to the ultimate consumer. It is impos-
sible for the large established companies to work out a sat-

isfactory merchandising plan with their dealers, because
attractive price reductions by a competitor may cause such
dealers to change their source of supply almost without



notice. These smaller producers do not have established

wholesale or retail representation and account for a sub-

stantial portion of the large quantity of unconsigned an-

thracite which is shipped to New York tidewater each year.

Not only are the relations of the producer and retailer de-

moralized, but these price differentials have also disrupted

retail trade. Consumers are quick to respond to slight dif-

ferentials in price and tend to patronize a certain dealer

only so long as his price is as low as that of competitive

yards. No matter how excellent his service may have been,

it frequently proves insufficient to hold such consumers if

other dealers or truckers offer them coal at attractive

prices.

This situation has been greatly aggravated by the in-

crease in the number of collieries leased by line companies

to independent operators, for by so doing they have set up

additional competitors with whom they have to compete in

a declining market for anthracite. The small operator is

a desirable safety valve in any business. However, when
his efforts to secure business disrupt the entire marketing

procedure of an industry, he creates a serious problem for

all the members of that industry. The small operator can-

not and should not be eliminated from the anthracite in-

dustry. However, no unified marketing program can be de-

veloped unless this problem of price competition is

remedied.

Change in the Consumption of Anthracite by the Major
Classes of Users

Anthracite is used by several groups of consumers. A
small percentage is consumed by the collieries to supply

power and heat to the mines and breakers. An additional

quantity is consumed by the railroads and manufacturing

plants. The remainder is used by domestic and commercial

consumers.

During the period 1921-1936, there have been substantial

changes in the proportions of the total output used by these

different consumers. (Table VIII and Chart IX) By 1936,

I/O



the consumption of colliery fuel, which had formerly

amounted to between ten and twelve per cent of the annual

tonnage, had declined almost seven million tons ; therefore,

the present consumption of this fuel accounts for only 5

per cent of the total output. This was due to a substitu-

tion of purchased electric power for that derived from

steam plants formerly operated by the mining companies.

Since the increase in consumption of anthracite by the

power utilities amounted to less than a million tons during

this period, this change has released a greater percentage

of the total output for other types of consumption.

There has also been a drastic reduction in the consump-

tion of anthracite by the railroads and industrial plants. A
large number of these consumers have changed from an-

thracite to bituminous, because this latter fuel naturally

lends itself to a greater overall handling and combustion

efficiency. This decline in industrial consumption of an-

thracite has also been the result of an increase in the num-

Table VIII.

—

Consumption of Anthracite Coal by Major Classes of

Users, 1919-1936 1 in Millions of Net Tons

Consumed as Con- Consumed Domestic and Corn-

Total Con- Colliery Re- sumed by by Mfg. mercial Consumption
Year ;mmption- Fuels mainder Railroads3 Plants Amount %
1919 . 86.4 9.6 76.8 5.0 15.3 56.5 65.4

1927 . 77.9 6.6 71.3 3.5 10.9 57.1 73.3

1929 74.3 5.3 69.0 3.3 9.7 56.0 /a./

1936 55.3 2.7 52.6 1.6 7.5 4 43.5 78.7

Per Cent
Decline,

1919-36 —35.9 —71.9 —31.5 —68.0 —50.9 —23.0

Source

:

1919-1929—National Industrial Conference Board, The Competitive Posi-

tion of coal in the United States, 1931, page 234.

1936—Data with exception of consumption by industry supplied upon request
by R. L. Harding, Chief of Metals and Minerals Division, Department of
Interior, U. S. Bureau of Mines.

J. Total consumption of anthracite in 1919 exactly equal to that for 1921.

No data on industrial consumption for the later year.

2. Total production adjusted for changes in producers stocks.

3. Includes fuel consumed in railroad shops
;
figures for 1936 include Class I

railroads only.

4. Estimated—6pj million tons of barley #4 and broken coal shipped to mar-
ket in 1936, all of which went into industrial use. It is estimated that an
additional l r4 million tons of rice and barley were also consumed by
manufacturing plants.
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ber of manufacturing plants, which are now securing their

power from central power generating stations.

The increased utilization of bituminous coal in pulver-

ized form, with resulting higher efficiencies, will make this

fuel even more desirable for large manufacturing plants

and the power utilities in the future. Great improvements
have also been made in the construction of small boilers,

which now produce excellent efficiencies when used with

bituminous coal. This means that the small manufacturer,

who formerly was compelled to burn anthracite because of

the difficulty of burning bituminous coal in existing boiler

equipment, will also turn to this fuel. Such competition,

together with the increased use of oil fired boilers, suggests

that it will become increasingly difficult for anthracite to

find a market for its smaller sizes among industrial users.

As a result of the decline in the consumption of anthra-

cite by the railroads and manufacturing plants, a greater

percentage of this steam coal has been compelled to find

new markets among domestic and commercial consumers.

As a result of the increased quantities of such sizes made
available for heating purposes, there was practically no de-

cline in the total consumption of anthracite by these users

during the period 1919-1929. Between 1929 and 1936 the

consumption of anthracite for such purposes has declined

more than twelve and one half million tons, but this reduc-

tion was proportionately much less than that for the other

types of users.

If the majority of the steam sizes, which were transferred

from the steam market to the heating market had been sold

to domestic consumers at substantially higher prices, this

shift in consumption would have proved beneficial to the

operators. Unfortunately, most of this coal has been con-

sumed in office buildings and similar establishments where
it still must compete with bituminous coal.

The operators have been able to sell a small percentage

of these steam sizes (estimated at about twenty per cent of

buckwheat and rice) to the domestic trade by encouraging

179



the installation of automatic coal burning’ equipment. This

equipment has undoubtedly prevented such consumers from
changing over to oil or gas. However, since these smaller

sizes were purchased by domestic consumers at very low

prices, the immediate effect upon the industry was a reduc-

tion in the demand for its more profitable domestic sizes.

The decline in the consumption of anthracite by the col-

lieries and by manufacturing establishments constitutes a

permanent reduction in the demand of such consumers for

anthracite. In considering a program to restore the pro-

duction of anthracite to its 1921 level, it must be remem-

bered that practically all such increases in production are

predicated upon finding a market for this coal among do-

mestic and commercial consumers.

Decline in the Consumption of Anthracite in the

Major Consuming Areas

The anthracite industry has always been compelled to

sell most of its output in the New England and Middle At-

lantic States. High freight rates, together with lower mine

prices for bituminous coal, have made it difficult for an-

thracite to compete in the West and South. However, an-

thracite, prior to the introduction of oil, coke and gas, was
admittedly the only satisfactory domestic fuel. It burned

without any smoke; it was a clean fuel to handle; and pro-

duced fine results when burned in a domestic hand-fired

furnace. These superior qualities encouraged a large num-

ber of consumers in these areas to use anthracite rather

than bituminous coal. As a result, twenty per cent of the

total consumption of anthracite in the coal year 1916-17 (the

only early year for which complete distribution figures are

available) was used in these more distant markets and in

Canada.

By 1936, the industry had lost practically all of its mar-

kets in the West and South and more than two-thirds of its

market in Canada. (Table IX and Chart X) During the

twenty-year period, the decline in consumption in these

three areas amounted to more than eleven million tons.
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There had also been a drastic reduction in the consumption

of anthracite in New England, and this loss, added to that

of the more distant markets, constituted more than three-

fourths of the total decline for the industry. The Middle

Atlantic States, which had always absorbed the major por-

tion of the total output of anthracite, sustained a decline of

only six million tons during this period. 1

Most of the declines in the West and South occurred be-

fore 1929. Such losses were due to the high prices prevail-

ing for anthracite in those areas, together with the curtail-

ment of shipments as a result of the World War and the two

strike periods in 1922 and 1925-26. Most of this tonnage

was originally replaced by bituminous coal. The growth in

the use of oil and coke in those areas since 1929, however,

has offered definite handicaps to the futile efforts of the

industry to win back these markets.

The declines in New England and Canada have become

serious only within the last few years. Oil has been the

most important competitor in New England, while most of

the tonnage in Canada has been replaced by anthracite im-

ported from England and other European countries.

As a result, the industry is now compelled to sell almost

eightv-five per cent of its entire output in the Middle At-

lantic States. Since it has been necessary to maintain a

distribution organization to handle the limited sale to more
distant areas, this decline in the outlying markets has con-

tributed definitely to an increase in marketing costs.

The market area for the steam sizes has become even

more restricted. (Table X) In 1936, more than ninety-

three per cent of the entire output of such sizes was con-

sumed in the Middle Atlantic States. Apparently no de-

termined effort has been made by the Anthracite Industry

to stimulate the use of these sizes in the West and South by

the promotion of the sale of automatic burner equipment.

The rapid increase in the sale of bituminous stokers to do-

mestic consumers in the Middle West is proof of the recep-

1. An analysis of the declines by regions will be found in the Appendix.
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tivity of such householders to the advantages of automatic

heat with coal.

PART II

ANALYSIS OF THE GROWTH OF COMPETITIVE
FUELS AND FUEL BURNING EQUIPMENT

There are two types of fuel that compete with anthracite

;

solid fuels that can be burned in anthracite furnaces with

little change in the heating equipment; and non-solid fuels,

namely oil and gas, which require special burning equip-

ment before they can be so used.

Trend in the Consumption of Solid Fuels

There are a large number of different solid fuels that

have been used as substitutes for anthracite. (Table XI)

The only ones which have had a marked influence on its

consumption, however, are bituminous coal, by-product

coke, and imported anthracite.

Bituminous Coal

Bituminous coal is by far the most important competitor

of anthracite. In 1936, its consumption for domestic use

was estimated to have been seventy million tons. Until re-

cently the only advantage which bituminous coal has en-

joyed in competition with anthracite has been its very low

price. Most of this fuel has been consumed in the West and
South, where it has enjoyed a price advantage of between

three and six dollars a ton. During the past five or six

years, there has been a tremendous increase in the sale of

domestic automatic bituminous stokers in these areas.

These stokers have considerably reduced the smoke nui-

sance usually encountered in burning bituminous coal. They
use a special type of coal which has been treated with oil

and which can be delivered to the consumer’s bin with very

little dust or dirt. Such stokers require a very little atten-
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by-product
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at
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No
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data

available.
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were

used

by

domestic

consumers

in

1936



tion and, as a result, stoker fired bituminous coal in the

West and South enjoys a convenience as well as a price ad-

vantage when compared with hand fired anthracite.

As already mentioned, bituminous coal also competes with

anthracite in the commercial and industrial markets. It is

rapidly replacing anthracite in manufacturing plants, and
it has forced the anthracite producers to sell their steam

sizes at very low prices in order to ensure the continued

use of such coal by commercial consumers.

Within recent years, bituminous coal has been making in-

roads into the domestic heating market in anthracite terri-

tory (New England and Middle Atlantic States) and has

been creating additional problems for the anthracite pro-

ducers. This has been especially true in New England, New
York City and in Baltimore and Washington.

There are little satisfactory data on the consumption of

bituminous coal for domestic uses in the various states. The
State of Massachusetts compiles such data for that state,

and certain information has been made available for a lim-

ited number of eastern cities in connection with applications

for the reduction of anthracite freight rates. The only other

evidence of such consumption is to be found in the reports

prepared by the United States Bureau of Mines on Retail

Deliveries of Coke, Anthracite and Bituminous Coal. While

this study has been made annually since 1928, the number
of dealers furnishing such information is becoming smaller

each year. This analysis is included in this report as the

only data of their kind and no attempt has been made to

draw any definite conclusions from it. (Table XTT)

By-Product Coke

By-product coke is also an important competitor of an-

thracite. This fuel is produced in merchant plants estab-

lished to supply gas to several of our large cities, and also

represents the surplus product of those plants producing

coke for industrial purposes. In 1936, the consumption of

by-product coke by domestic users was approximately ten

and one half million net tons. This represented an increase
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Table XII.—Relative Proportion of Coke, Anthracite and Bituminous
Coal Deliveries Made by Representative Dealers in 1928 and 1935

r Per Cent of Total \

Bituminous Anthracite Coke

Section 1928 1935 1928 1935 1928 1935

New England 56.4 58.7 42.5 34.6 1.1 6.7

Middle Atlantic 23.7 31.0 74.1 65.1 2.2 3.9

Central Ohio, South Michi-

gan, Illinois and Indiana 90.7 90.3 5.0 2.9 5.0 6.8

Lower Missouri Valley . 94.2 92.4 2.2 1.2 3.4 6.4

Lake Dock Territory 80.1 86.2 10.7 4.7 9.2 9.1

Southeast 96.7 96.5 2.6 2.5 0.7 1.0

Southwest Mountain and
Pacific 96.4 99.9 2.9 0.0 1.1 0.1

Linked States Total 60.6 61.1 36.1 33.6 3.3 5.3

Sources

:

1928—Mead, R. R., “An Analysis of the Decline of the Anthracite Industry

Since 1921”, 1935, p. 67.'

1935—Department of Interior, United States Bureau of Mines, Coal Eco-
nomics Division Special Report, April 14, 1937.

Note: The above figures include deliveries to commercial and small in-

dustrial purchasers, as well as to domestic consumers.

of more than seven million tons over its consumption in

1924, the earliest year for which comparable data are avail-

able. A large percentage of the increase in consumption

during this period occurred in the New England and Middle

Atlantic States. These two areas account for approxi-

mately 43 per cent of the total consumption at the present

time, with a slightly larger amount being consumed in the

Middle West, (Table XIII)

By-product coke has had a rather slow growth since 1931

and there are no indications at present that its consumption

will show a marked increase in the very near future. How-
ever, the continued consumption of four to five million tons

in the East and an equal amount in the Middle West will

definitely help to restrict attempts to expand the market

for anthracite. It is unlikely that anthracite will ever be

able to win back the tonnage lost to this fuel. It is essen-

tially a residual product, and cannot be satisfactorily stored

for long periods of time due to its bulk and absorption

qualities. Therefore, so long as the present coke plants

continue to operate, the producers of this product will be

forced to dispose of this fuel even if further reductions in

the price of anthracite should compel them to make coke

available to consumers at a lower cost.
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Imported Anth racite

Imported anthracite is also an important competitor of

anthracite. This fuel affects anthracite in two areas; New
England and Canada. Its consumption in New England
during recent years has averaged between 400,000 and 600,-

000 tons annually. However, imports have been a minor

competitive factor in this market compared with the eight

million tons of anthracite which have been replaced by oil

and coke. It is also interesting that Russian anthracite,

representing practically half of the imports into New
England, and which comes in under a $2.00 duty, is actually

sold at a higher price than that charged for the Pennsyl-

vania coal.

The competition of imported anthracite in Canada has

presented a more serious problem. In 1921, approximately

four million tons of anthracite were consumed in this

market and practically all of this fuel came from Penn-

sylvania mines. Between 1921 and 1936, the consumption

of Pennsylvania anthracite declined two and one-half mil-

lion tons. Of this decline 80 per cent was replaced by an-

thracite from England and other European countries.

With the exception of fuel briquettes and imported coke,

the consumption of other solid fuels have been declining

during the past few years. The quantity of imported coke

is too small to have a material effect upon the consumption

of anthracite. Only forty per cent of the total consumption

of fuel briquettes in 1935 was in the eastern part of the

United States, and a substantial portion of such briquettes

were made from anthracite silt and to that extent offered no

competition to the industry. It can, therefore, be stated

definitely that none of these other fuels are presenting an

important problem to the producers of anthracite.

Trend in the Consumption op Non-Solid Fuels

Fuel Oil

Of the non-solid fuels, fuel oil is by far the most import-

ant competitor of anthracite. (Table XIV) The use of this

oil for heating was practically unknown in 1921, but by

ion
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1935 its consumption had reached a coal equivalent of ap-

proximately nineteen million tons. Of this total it is esti-

mated that approximately two-thirds is consumed by do-

mestic consumers, the balance being used by commercial

and small industrial users. Almost sixty per cent of this

oil is consumed in the New England and Middle Atlantic

States, and it has been increasing more rapidly in these

areas during the past five or six years than in other parts of

the United States. (Table XV and Chart XI)

Fuel oil has been presented to the American consumer

in an interesting manner. Its sale has been sponsored al-

most entirely by the promotion activities of the oil burner

manufacturers. Until recently the petroleum companies

have had no direct affiliation with the oil burner business. 1

They have rather confined their attention to developing

proper oils for such burners and allowing oil burner manu-

facturers to use their laboratories for various types of tests

on their burners and the various grades of oil.

The oil burner is very similar to the automobile in that it

is only suited to burn one kind of fuel oil, and so long as

the burner continues to be used the consumer must continue

to burn oil regardless of the price of other competitive

fuels. This is in contrast to the hand-fired anthracite fur-

nace in which almost any type of solid fuel can be consumed,

and which can be utilized for oil and gas by the installation

of conversion burners.

Range Oil

Range oil, which has become an important competitor of

anthracite within the past five or six years, has also had a

remarkable growth in consumption. In 1935, it was esti-

mated that the consumption of this fuel had replaced ap-

proximately six million tons of coal. More than 80 per cent

of this fuel2
is consumed in the New England and Middle

1. During the last few years the Standard Oil Company of Pennsylvania has

introduced an oil burner on the market called the “Esso Burner”. Other oil

companies are beginning to take an interest in the oil burner business and it is

quite possible that there will be several burners sponsored by these companies.

2. The distribution of range oil by major consuming areas will be found in

the Appendix.
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Atlantic States and practically all of this fuel is consumed

for domestic purposes. Its consumption, like that of fuel

oil, has increased as the result of the large number of range

oil burners which have been sold during the last five years.

This equipment has been especially popular in homes which

are not equipped with central heating plants, and has

proved ideal for the New England market.

The future of oil heating is difficult to predict. The most

recent report of the American Petroleum Institute indicates

that the total proven reserves of crude oil, on January I,

1937,' were approximately thirteen billion barrels. This

represented a net increase in reserves of eight hundred bil-

lion barrels since January, 1935, in spite of the fact that

two million barrels of crude petroleum were produced dur-

ing the two-year period. Therefore, there is little possi-

bility of a shortage of petroleum for at least ten years.

So long as the present rate of crude oil production

continues there will probably be sufficient supplies of fuel

oil to meet the existing requirements of the domestic oil

heating market. In the absence of a rapid expansion in the

consumption of gasoline, with a corresponding increase in

the production of crude oil, there is some question as to the

ability of the Petroleum Industry to cope with the problem

of a rapidly increasing demand for heating oil.

The consumption of fuel oil for industrial and similar

purposes is also showing a rapid upward trend. In addi-

tion, an increasing proportion of crude oil is now being

converted into gasoline. As a result, the quantities of pe-

troleum which are made available for heating purposes are

definitely restricted. The rapid expansion in the sale of

domestic oil burners, therefore, suggests the possibility of a

shortage of heating oil unless higher retail prices make it

desirable for the industry to convert more of its residual

product into this type of fuel.

The problem of an oil shortage has been discussed for

many years and thus far the Petroleum Industry has been

able to meet all the demands which have been placed upon

1. See Fuel Oil Journal, June, 1937.
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it. However, it appears at present that the conditions of

supply of fuel oil are favorable to the Anthracite Industry

and they may prove beneficial in helping the industry to re-

gain some of its lost tonnage.

Natural Gas

The consumption of natural gas for commercial and do-

mestic purposes had shown a substantial increase since

1924, most of this growth having taken place prior to 1931.

(Table XVI)

There has been a great deal of discussion about the in-

fluence of natural gas upon the consumption of anthracite.

An examination of the distribution of this fuel by states

shows that there has been a very definite decline in its con-

sumption in the Middle Atlantic and Middle Western states

during the period 1924-1935. (Table XVII) Furthermore,

the major portions of the consumption of this fuel in these

areas has been in Western Pennsylvania and Ohio, where

anthracite has never enjoyed a large market. The develop-

ment of additional pipe lines in New York State and in the

eastern part of Pennsylvania may offer a certain amount
of competition to anthracite in the future, but the exact

effect of these new lines cannot be determined at the present

time. Certain it is that no part of the present decline in the

consumption of anthracite can now he attributed to this par-

ticular fuel.

Manufactured Gas

The consumption of manufactured gas has been showing

a downward trend during the past few years. Its consump-

tion for househeating purposes has shown a definite gain,

but larger declines in the use of gas for other purposes has

nullified the improvements made in this new market for the

product. 1

The decline in the consumption of gas for domestic pur-

1. The gas industry changes its method of reporting figures in 1929 and
data prior to that year are not comparable with its present releases. The pres-

ent figures do not include any gas which is blended with natural gas. However,
the additional quantities consumed on the basis would not substantially alter

the above conclusions on the influence of gas on the consumption of anthracite.
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poses may be attributed almost entirely to the increased

popularity of electricity for cooking and hot water, and not

to any improvement in the market for anthracite.

The increase in the consumption of manufactured gas for

househeating- can be regarded as an additional element of

competition for anthracite. However, the total amount of

coal thus far consumed for such purposes is too small to

have any great bearing upon the demand for anthracite, and

since gas, while supplying the ultimate in convenience, is a

more expensive type of heat than oil, it is certain that most

of the present users of gas would have been using oil if gas

had not been available.

The consumption of liquified petroleum gases has shown
a remarkable increase during the last few years. The new
product has been made possible by the changes in the oil

refining process and lias found an excellent market in dwell-

ings that do not have access to electricity or gas. Thus far,

however, this fuel is used in too small quantities to offer

important competition to anthracite.

Trend in Total Fuel Consumption in New England and

Middle Atlantic States

Charts XII and XIII have been presented to show the

growth of fuel consumption in the New England and Middle
Atlantic States and to indicate the extent to which compe-

titive fuels have replaced anthracite in these two areas. In

both sections there has been an increase in the total quan-

tities of fuel used. Such increases would have meant ad-

ditional consumption for anthracite if competitive fuels had
not been developed.

Oil lias proved to be an important competitor in both of

these areas, especially in New England where its present

consumption is far in excess of that now reported for an-

thracite. The relatively greater increase in the consump-

tion of fuel in New England than in the Middle Atlantic

States may be explained by the higher per capita fuel con-

sumption that prevailed in the Middle Atlantic area during

the pre-War years, and also by the additional quantities of
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steam sizes which are now being consumed by domestic and
commercial users in the latter area. These data indicate

very clearly that competitive fuels have been a much more
important factor in New England than in the Middle At-

lantic States, in which area anthracite still continues to he

the most popular domestic fuel.

Trend in the Sale of Automatic Burning Equipment

As already mentioned, the growth in consumption of fuel

oil and range oil has been made possible by a rapid increase

in the sale of automatic heating equipment. The sale of

such equipment has made remarkable strides during the

past few years and the indications are that there will be

further increases in fuel oil consumption in the future. The
sale of these various types of burners is substantially larger

than the total number of new homes constructed. (Table

XVI II) If this condition continues, it is evident that an-

thracite must necessarily suffer further declines in con-

sumption because each year there are fewer homes whose

heating equipment is still designed to burn this coal.
1

There has also been a rapid expansion in the sale of do-

mestic stokers during the past few years and such expan-

sion has been greater than the rate of growth for oil

burners. However, most of these stokers are designed to

burn bituminous coal and are being sold principally in the

West and the South. Separate figures for bituminous and

anthracite stokers were made available for the first time in

January of this year, and such data indicate that during the

first four months of 1937 only ten per cent of these stokers

were designed to burn anthracite.
2

There are no satisfactory data to show the exact distribu-

tion of oil burners and stokers in the various consuming

areas. The reports on the consumption of fuel oil and

1. The Stoker Airconditioner Journal indicates that in 1935 the construction

of one and two family dwellings in thirty-seven eastern states was 92,704 as

compared with the sale of 218,000 oil burners and an even larger number of

range oil burners. See May 1937 issue, page 7.

2. United States Department of Commerce, Bureau of the Census, Monthly

Reports of the sales of mechanical stokers, January-April, 1937.
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range oil indicate that a large portion of such burners are

in the New England and Middle Atlantic States.

In 1935, the Committee of Ten made a survey of the dis-

tribution of stokers and found that thirty per cent were lo-

cated in the New England and Middle Atlantic States,

nearly fifty per cent in the Middle West, and the remainder
in the South and Far West. 1 A large number of these

stokers have been sold in Western Pennsylvania and other

sections of the Middle Atlantic area where anthracite has

never enjoyed a large consumption. There is also evidence

that bituminous stokers are being sold in the heart of the

anthracite consuming territory. Such data indicate that

the hard coal producers thus far have made little headway
in their efforts to install automatic burning equipment de-

signed to burn anthracite.

Trend in the Prices of Anthracite and Competitive Fuels

There are two measurements which may be utilized in a

comparison of prices for the various domestic fuels; the

wholesale price and the retail price. Wholesale prices are

usually more accurately determined than retail prices, but

they do not always portray the true competitive situation

because of discrepancies in freight rates, margins of whole-

sale and retail distributors, and the absence of satisfactory

relationship between these two sets of prices. In the pres-

ent study an attempt has been made to consider both types

of prices.

Analysis of the Trend in Wholesale Prices

During the past few years, the trend in wholesale prices

has been decidedly in favor of anthracite. 2 The mine price

of that product has been consistently reduced, while the

1. Stoker Airconditioner Journal, May 1937, page 7.

2, Comparisons have only been made for fuel oil, coke, bituminous coal and

anthracite, since they are the only important competitors of anthracite. Since

the prices quoted for coke relate specifically to coke designed for domestic

consumption, such prices have been compared with the wholesale prices for the

domestic sizes of anthracite. The wholesale prices of fuel oil and bituminous

coal refer to all types of consumption and have, therefore, been compared with

average prices for all sizes of anthracite.
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prices of all the important competitive fuels have shown a

definite upward trend. (Charts XIV and XV)

Trend in Retail Prices

The trend in retail prices has also been favorable to an-

thracite during the past few years. (Chart XVI) The retail

price of this fuel has declined more rapidly than its mine

price, with the result that in 1935 the margin between these

two prices was eighty five cents below that same margin in

1929. Since there has been very little reduction in the

freight rates on anthracite during this period, such data

suggest that the wholesale and retail distributors have con-

tributed to this downward trend in prices.

A comparison of the trend in retail prices for anthracite

and bituminous coal shows that anthracite is in a better

competitive position today than it was in 1929. 1 (Chart

XVII) In some cities the spread between anthracite and

low volatile bituminous (the most satisfactory soft coal for

hand-fired furnaces) is even smaller than the average

margin, and the anthracite producers feel that they now
have an excellent opportunity to regain some of their lost

tonnage in the West and South. If they can overcome the

long standing prejudice of consumers in these areas toward

anthracite, and can secure the support of the retail trade,

it is possible that they may be able to improve their market

position. However, the sale of automatic bituminous stok-

ers is growing rapidly and the class of consumer who might

be willing and able to pay a premium for the superior burn-

ing qualities of anthracite is also the most frequent pur-

chaser of this automatic equipment.

The retail price of stoker coal is much lower than that for

the prepared sizes of bituminous and the margin in favor

of such fuel, when compared with anthracite, is correspond-

1. Unfortunately, the available price data for anthracite only considers

stove and chestnut sizes, while the prices for bituminous coal include all types

of coal sold by the retail trade. In addition, the prices of anthracite are

weighted in accordance with the percentage of the total tonnage consumed
in the different cities from which price data are secured, while the prices for

bituminous coal arc not so weighted.
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ingly greater. At the present time good stoker coal can be

bought in Chicago, Detroit and Richmond at prices ranging

between six to eight dollars a ton. Since the average price

of stove anthracite in those cities ranges between twelve

and fourteen dollars a ton, anthracite is still confronted

with a large price differential, which will be difficult to

overcome.

Even if an effort should be made to sell anthracite stokers

in such areas, and the prices of the steam sizes of anthra-

cite remain at their present lower level, the bituminous

stoker people will still have a price advantage in the fuel

which their equipment uses and in the lower initial cost of

the equipment itself. Therefore, there appears to be little

hope for a marked increase in the consumption of anthracite

in these distant markets.

The trend in the retail price of oil during the period 1929-

1935 is difficult to explain. The price in Chicago followed

the movement of the wholesale price rather closely and gave

oil a competitive advantage during the depression years of

1931-1933. The price in New York, which is typical of the

entire Atlantic Seaboard, was not so affected. (Chart

XVIII) It fluctuated very little during the entire period

and apparently was not influenced by prices at the refinery,

or the costs of producing crude. The demand for this oil

in this area was evidently sufficiently great to make any

drastic price reduction unnecessary. Since the consumption

of oil has increased more rapidly in the East than in other

parts of the United States, price does not appear to have

been the controlling factor in the purchase of this fuel.

At the present time there is definite evidence that, the

prices of fuel oil will be considerably higher next winter

than they have been during the past few seasons. The an-

thracite producers believe that with the downward trend in

the price of their fuel, anthracite will enjoy an improved

competitive position. There is no doubt that it will be more

difficult to encourage consumers to install oil heating equip-

ment under the proposed level of prices than it has been in
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the past. It is, therefore, quite possible that a number of

consumers may he encouraged to continue to operate a hand
tired coal furnace.

However, it must be remembered that oil is not burned
because of its economy, but rather because of its

convenience.

The price of domestic fuel oil, expressed in coal equival-

ents, has averaged between $10.20 and $12.65 per net ton

during the past eight years in the New York market. In

addition, consumers of this fuel have been compelled to pur-

chase special equipment, which at present averages a little

more than $300 per unit, plus the cost of current and service

on such equipment. Therefore, on a sound accounting basis,

it is only in exceptional cases that the eastern consumer can

burn this fuel as economically as he can burn anthracite,

even at the prices prevailing for anthracite and fuel oil dur-

ing the past winter. Furthermore, the cost of oil burners

has been reduced to a point where it is now possible for

householders of moderate means to enjoy the advantages

of oil heat. The homes of such consumers are usually quite

small and require limited quantities of fuel to heat them.

Increases in fuel prices are, therefore, less burdensome to

them than lo the owners of larger dwellings.

If the price of oil should become so high that many con-

sumers could no longer afford to use this fuel, it is certain

that some of these users would turn to another method of

heating their homes and the number of new installations ot

oil burning equipment would be substantially reduced. It is

equally certain that consumers who have once experienced

the advantages of automatic heat would be unwilling to re-

turn to the inconvenience of a hand-fired furnace. Assum-

ing that the price of oil should become too high for use by

the average consumer, the Anthracite Industry cannot hope

to fully benefit by such a condition unless it is in a position

to offer the consumer a satisfactory coal burner at a rea-

sonable cost. Such equipment as magazine feed boilers and

hand-fired furnaces with heat regulators do not fully meet

these requirements.
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Trend in the Prices of Automatic Burning Equipment

During- the past ten years, there lias been a steady decline

in the prices charged for oil burners and for stokers. Avail-

able data indicate that at the present time the average price

of oil burners is approximately three hundred dollars, with

the price of stokers being approximately twenty dollars

higher .

1 The reduction in stoker prices has been especially

marked during the last five years, because of the economies

of a larger volume of production. The bituminous stoker is

considerably lower priced than the anthracite burner, the

latter enjoying a small volume of business and being con-

structed for a more abrasive fuel.

The anthracite stoker competes primarily with the oil

burner. Because of the type of fuel which it burns, it can-

not, in most cases, offer the same measure of convenience

that is possible with oil equipment. It, therefore, follows

that a lower price for such a stoker is most desirable. It has

been suggested that the anthracite producers might absorb

part of the cost of installing such stokers in a manner sim-

ilar to that followed by the public utilities. Like the electric

companies, the anthracite operators are interested in main-

taining and increasing the market for their fuel. The sale

of automatic stokers designed to burn only anthracite is

the one sure method of securing permanent consumers for

anthracite.

Such a program naturally presents many difficulties. It

would be necessary to sponsor the stokers of a limited num-

ber of manufacturers. It would require the development of

a large organization of experienced equipment salesmen

and a capable service department. All of this would cost a

great deal of money and take a considerable period of time.

Perhaps the present method of placing the responsibility

for selling stokers upon the stoker manufacturer and the

retail dealers is a wiser expedient. It' this program is un-

able to sell more than the present pitifully small output, a

subsidized program may be forced upon industry.

1. Based on estimates by the Fuel Oil Journal and Anthracite Industries, Inc.
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PART III

ANALYSIS OF OTHER PERTINENT MARKETING
PROBLEMS

The leadership in the anthracite industry lias always had
a production bias. Most of the men who control the policies

of the producing companies have spent their early years in

the business as operating executives. They grew up with

an industry whose product enjoyed all the advantages of a

complete monopoly. They had no need to consider prob-

lems of the retail dealer or the household consumer. An-

thracite practically sold itself prior to 1926, and naturally

it has been very difficult for these executives to realize that

the conditions of demand characteristic of the monopoly

period no longer exist. Therefore, it is not surprising that

they have been slow to recognize the significance of the de-

velopment of competitive fuels. In turn, it explains why
Anthracite Industries Incorporated, the present promo-

tional organization, was not established until July, 1936.

Before discussing this new cooperative movement, it is

desirable that we briefly summarize the limited number of

promotional activities which the industry sponsored prior

to 1936. They were as follows:

Anthracite Coal Service

This organization was established under the auspices of

the Anthracite Institute in 1925. It had two major objec-

tives; to encourage the use of the steam or junior sizes by

domestic and commercial consumers; and to assist all

classes of anthracite users with their respective heating

problems. The service undoubtedly did some good for the

industry and was partially successful in inducing household-

ers and managers of apartment houses and office buildings

to use the smaller sizes of anthracite. However, a large part

of the servicemen’s time was devoted to the industrial and

commercial consumer and too little attention was paid to

the problems of the individual householder. When we corn-
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pare the efforts of this organization to educate domestic

consumers to use automatic heating equipment with similar

efforts sponsored by the oil burner manufacturers, the in-

fluence of this service group may be said to have been

inconsequential.

Cooperative Advertisin

g

A brief program of cooperative advertising was inaugu-

rated by certain groups within the industry in 1928. The
theme of this campaign was “Certified Anthracite” and the

copy suggested that only the coal of the sponsors was de-

sirable fuel. This campaign was of short duration and it

is admitted that it accomplished nothing.

Laboratory at Primos, Pennsylvania

This division of the Institute and now of Anthracite In-

dustries Incorporated was established to test various types

of heating equipment and to certify those pieces of equip-

ment which it found technically sound. It was also sup-

posed to test the burning qualities of anthracite and com-

petitive fuels and to determine the relative economies and
efficiencies of such fuels. The nature of these activities en-

couraged its engineers to develop a number of useful pieces

of equipment.

This laboratory was an excellent idea and technically it

has done a good job. Unfortunately, until the establish-

ment of the present promotive organization, no effective

effort was made to return its findings into actual sales of

equipment or fuel.

Improved Quality Standards

Through the efforts of the members of the Anthracite In-

stitute, the sizing and quality standards of the member pro-

ducers were greatly improved and later served as models

for the more progressive non-members to follow. While

recent tests show that there are a number of producers,

mostly small ones, who still ship inferior coal, the decline

in the consumption of anthracite during the past few years

cannot be attributed to the quality of the product.



Activities ,of the Individual Producer

Several of the producing companies have engaged in

rather extensive advertising and promotional campaigns,

chief among these being the campaign for Blue Coal and
Famous Reading Anthracite. Such promotion was designed

to secure more purchasers for the sponsoring company and
not to sell increased quantities of anthracite to new con-

sumers. Since the tonnage of these companies declined at

about the same rate as that for the non-advertising produc-

ers, such advertising appears to have been of questionable

value.

Efforts of Retailers

Retailers in a few centers have been most progressive in

their merchandising of anthracite. While some of their ac-

tivities have been directly sponsored by the producing com-

panies, a large portion of their accomplishments have been

the result of their own initiative. Generally speaking, the

retailers have been almost as backward in their merchan-

dising activities as the producing companies. The success

which has rewarded the efforts of the more progressive

dealers supplies an excellent model for the others to follow.

A nthraeite Industries, Incorporated

This organization was established in July 1936 to coor-

dinate the various advertising and promotional activities

of the anthracite industry. It has as its specific objectives

the development of dealer good will; to cooperate with

equipment manufacturers, heating contractors, builders and

architects, in order to encourage the sale of heating equip-

ment designed to burn anthracite, and to see that proper

equipment is correctly installed; to educate the public to

the advantages of anthracite as a domestic fuel through

newspaper advertising, anthracite equipment shows and

exhibits and by supplying an advisory service for the heat-

ing problems of consumers.

Thus far this organization has done a splendid job. It

has greatly improved the morale of the retail dealer, it has
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secured a surprising amount of cooperation from the equip-

ment manufacturers and architects, it has developed an ex-

cellent program of advertising, and it has run a number of

successful shows in various anthracite consuming centers.

The organization is too young to enable any accurate ap-

praisal of its accomplishments. It claims to have created a

lot of consumer and dealer interest in anthracite, it has had
considerable success in the installation of hot water heaters,

heat, regulators and similar pieces of equipment, and its

shows and exhibits have attracted a great deal of attention.

However, the sale of fuel and range oil burners during

the first four months of 1937 were higher than for any sim-

ilar period in the history of the oil burner. Bituminous

stokers were also sold in increasing quantities, and in-

creases in the consumption of these competitive fuels are

hound to follow. On the other hand, less than sixteen hun-

dred anthracite stokers were sold during this period, as

compared with nearly sixteen thousand bituminous stokers,

forty-eight, thousand oil burners, and sixtv-five thousand

distillate burners. There is no evidence that this new or-

ganization has had any success in checking the rapidly ex-

panding installations of competitive fuel equipment.

Anthracite Industries, Incorporated, is definitely handi-

capped in its efforts to carry out its excellent program.

Thus far operators representing only 65 per cent of the

total anthracite tonnage are contributing to the support of

this organization. 1 Three of the larger companies have re-

fused to actively cooperate and the organization also lacks

the support of many small producers. Several of the oper-

ators who produce relatively small quantities of the steam

sizes are not in sympathy with a program which actively

sponsors the sale of stokers. As a result, Anthracite In-

dustries, Incorporated, is concentrating more of its atten-

tion on types of equipment that burn the more profitable

domestic sizes. In addition, its activities are limited to

1. Members of the Anthracite Industries, Incorporated, and Anthracite In-

stitute, together with their 1936 commercial production, will be found in the

Appendix.



promotion and it is not supposed to make suggestions re-

garding price policies and similar elements that are most
vital to a successful merchandising program.

The leadership of this group is most energetic and en-

thusiastic. If it were given the united support of the in-

dustry, and if it were allowed to expand its activities beyond
mere promotion, much might be accomplished, but so long

as such support is lacking and the scope of its work is lim-

ited, Anthracite Industries, Incorporated faces difficult

problems in its efforts to carry out its main objective,

namely, to sell more Pennsylvania anthracite.

Advertising of Anthracite Industries
,
Incorporated

Anthracite Industries placed more than one million lines

of advertising in newspapers during the period from No-

vember, 1936 to April, 1937. Although advertising is only

one of the many activities of this organization, this lineage

represented the largest amount of direct consumer adver-

tising which the industry had ever sponsored during a single

winter. 1

It was quite natural that there should be a wide distri-

bution of this advertising throughout the anthracite con-

suming territory. (Table XIX) It was important to se-

cure the good will of dealers in small towns, as well as large,

and this definitely restricted the amount of lineage that

could be used in these metropolitan areas.

It is surprising that this lineage distribution showed so

little relation to the consumption of anthracite in these dif-

ferent cities. In 1936, Philadelphia and New York con-

sumed almost twenty eight per cent of the total output of

anthracite, yet less than five per cent of the total lineage

was apportioned to newspapers in these two cities. When
we consider that the oil burner manufacturers placed almost

thirty per cent of their total lineage for the entire United

States in Philadelphia and New York, the wisdom of the

1. In addition to newspaper advertising. Anthracite Industries, Inc., has

used a considerable quantity of trade paper space and lias also prepared some

interesting direct mail literature for use by the retail trade and other interested

parties.
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anthracite industry in ignoring1 these important markets

might well be questioned.

Promotional Activities for Competitive Fuels

By-product coke and oil heating equipment 1 have always
been promoted aggressively by their respective sponsors.

These companies realized at the outset that there was a

strong consumer prejudice in favor of coal and that the

public would not accept these new fuels until they had been

educated to their values by well planned and forceful ad-

vertising and selling programs. The margin of profit on

coke and oil burners has always been sufficiently high to

allow for extensive promotional activities and the rapid in-

crease in their sale is adequate evidence that such expendi-

tures have not gone unrewarded.

Bituminous coal has secured its increased consumption

primarily because of the large price differential in its favor,

and few of the companies have actively promoted the sale

of this fuel to household consumers. The Pocohontas pro-

ducers in West Virginia have been unusually progressive

in marketing their coal and have been able to sell such coal

in the Middle West at substantially higher prices than

those received for the high volatile coal produced in that

area. This coal has also had considerable success in New
England and in many sections of the Middle Atlantic States

where high freight rates made it possible for it to compete

with anthracite. The rapid growth of bituminous stokers,

which can burn high volatile coal without smoke and with

a reasonable degree of efficiency, lias begun to affect the de-

mand for this fuel in a manner similar to the competition of

oil and coke with anthracite.

Promotional Efforts for By-Product Coke

With the exception of the territories immediately ad-

jacent to the anthracite mines, by-product coke has found a

ready market for its coal without unusual promotion ef-

1. Reference is made to the burner companies rather than to the petroleum
companies because the former are the all-important factor in building a market
for oil.
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forts. This fuel is admittedly far superior to most grades

of bituminous, and it has supplied a welcome need to those

consumers in the Middle West and New England who de-

sired but could not afford the excellent burning qualities of

anthracite.

In Pennsylvania and New York, conditions were very

different. Consumers in these areas were strongly preju-

diced in favor of anthracite. The retail dealers were also

unfavorably inclined toward this new fuel and in Philadel-

phia they bodily refused to have anything to do with the

product. It was in such areas that coke had to be vigor-

ously promoted. The fact that Philadelphia, which had al-

ways been an anthracite consuming city, was induced to pur-

chase coke and still continues to consume between four and
five thousand tons annually, is an excellent example of the

results that can be obtained from an effective merchandis-

ing and advertising program.

The coke companies in the East have used extensive ad-

vertising. They have sent salesmen out to encourage con-

sumers to burn this new fuel and they have assisted such

purchasers with their heating problems. Many consumers

have been able to heat their homes with much less coke than

their former consumption of anthracite. In a large number
of these cases, such savings were not due to the fuel, but

rather to tbe changes which were recommended in their

heating plants by the coke salesmen and the helpful advice

which they were given concerning the proper methods of

firing their furnaces with this new fuel.

In 1936,
1 the coke producers used more than 185,000 lines

of advertising to promote the sale of this fuel. Of this total

more than 114,000 lines were placed in Philadelphia news-

papers. 2 This meant that more lines of advertising were

used to sell live hundred thousand tons of coke than the en-

tire anthracite industry used lo sell six times that amount
of coal.

1. Eastern states only.

2. Media Records 1936, page 86.



Promotional Activities of Oil Burner Manufacturers

As already mentioned, the sale of oil has been developed

entirely through the promotion of the oil burner. Even
those oil companies who now sell burners confine their

major attention to the sale of such equipment and depend
on resulting contracts for the sale of their fuel. It is inter-

esting that there is practically no company-sponsored ad-

vertising that directly encourages the consumer to burn oil.

The Esso Marketeers (who sponsor the Esso oil burner)

have recently begun to advertise their oil as well as their

burner. However, such advertising emphasizes the quality

of their product and the desirability of their oil contracts,

and makes no effort to encourage consumers to use oil in

preference to coal or gas .

1

The oil burner companies are the most aggressive group

with which the anthracite producers have to compete. They
have a sufficient margin to enable them to spend large sums
to secure sales for their product. The companies have a

well-organized sales force and they have been able to make
regular reductions in the prices charged for their

equipment.

Their principal sales weapons are extensive advertising,

high pressure salesmanship, and easy credit terms.

The oil burner companies, like the coke companies, pay

particular attention to the condition of the prospective pur-

chasers’ heating plants. They frequently recommend new
boilers, changes in chimneys and additional radiation. In

many cases, they are able to achieve substantial fuel savings

for their customers and such consumers are inclined and en-

couraged to give this fuel credit for these savings.

Promotional Activities of Stoker Manufacturers

The stoker producers are also becoming most aggressive

in their selling activities. They, like the oil burner com-

panies, have an engineering, as well as a merchandising

1. Retailers advertise oil quite extensively, hut such advertising does not

attempt to convert coal users to oil.



problem. They have also found it necessary to build up

well organized service departments. In general, their sales

activities are not of the high pressure variety and they have

promoted the sale of their equipment in a more conservative

manner.

Advertising bg the Stoker and Oil Burner Producers

Both the oil burner and stoker manufacturers use large

amounts of advertising. (Tables XX and XXI and Chart

XIX) All of the important companies make use of news-

papers and the large national companies also use a sub-

stantial amount of magazine space. In 1936, the oil burner

companies used a million lines of newspaper advertising in

the principal cities, and during the same year more than

300,000 lines were used by the stoker companies
;
in addi-

tion, both of these groups spent approximately one hundred

and twenty live thousand dollars in national magazines.

The distribution of this newspaper advertising provides

an interesting comparison of the market areas upon which

these two groups of manufacturers are placing the greatest

emphasis. Seventy per cent of the oil burner lineage was
placed in the Middle Atlantic and New England States,

whereas there was no company sponsored stoker advertis-

ing in New England and only seventeen per cent of the total

lineage was placed in the Middle Atlantic States (and much
of that was in bituminous burning areas). This strength-

ens a former statement that thus far little attention has

been paid to the advertising of anthracite stokers and no

real effort seems to have been made to increase their use by

American consumers.

Problems of Wholesale Dist ribution

Anthracite is distributed through three major classes of

wholesale distributors: selling agents affiliated with a pro-

ducing company; non-affiliated sales agents and independ-

ent wholesalers; and the sales departments of the produc-

ing companies. In 1929, seventy per cent of the total out-

put was handled by the first two groups of wholesalers
;
the
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remainder being sold by the sales departments of the mining

companies. 1

Although no definite data are available for more recent

years, the downward trend in the production of the line op-

erators and the increasing production of the small produc-

ers would suggest that independent wholesalers and unaf-

filiated selling agents are now handling a larger portion of

the total output than in 1929.

The margin of the wholesale distributor is normally five

per cent of the quoted mine price. Those producing com-

panies who adhere to the circular prices include them in

their quotations. Wholesalers, who handle such coal, find

it impossible to realize more than this five-per cent margin,

because the dealer is informed as to the mine price paid by

the wholesaler and lie would quickly detect any attempt by

the wholesaler to increase his margin.

This situation does not exist for coal sold by small inde-

pendent operators who are compelled to sell their coal to

independent wholesalers and unaffiliated sales agents at

such prices as their distributors are willing to pay. The
retailer or industrial user, who purchases such coal, has no

way of knowing what price was charged at the mine, and it

is often possible for the sales agent to realize much higher

margins than are obtained by affiliated sales agents. Sales

agents handling dredge and washery coal have been known
to realize commissions as high as forty and fifty per cent of

the price which they paid to the producer of such coal.

There are no satisfactory data available upon which an

estimate can be made as to what portion of the anthracite

tonnage is sold at higher than normal wholesale margins.

To the extent that this condition exists, a unified control of

the marketing of this product would definitely tend to re-

duce such abnormal distribution costs.

Another unfair practice of certain independent sales

agents and wholesalers is to cut their margin in order to

steal business from a competitor. A ten cent a ton discount

1. U. S. Bureau of Mines—Mineral Resources of the United States, 1930,

page 784.



means little to tlie household purchaser, but to a retail

dealer, who may buy a large quantity of coal at one time,

the additional saving proves to be very attractive.

This practice is another element in the price cutting pic-

ture, which has so completely disorganized the prices of an-

thracite in retail and wholesale markets. It might also be

remedied by some program of unified marketing.

There are entirely too many wholesale distributors who
participate in the sale of anthracite. (Table XXII) In

1935, they numbered 351, of which sales agents and brokers,

representing only one-fourth of the total number, accounted

for almost fifty per cent of the total volume of business.

Furthermore, such brokers secured the majority of their

revenue from the sale of anthracite, while the independent

wholesalers did a large share of their business in bituminous

coal.

In 1936, there were one hundred and seventy five produc-

ing companies. A large portion of the total tonnage for

that year passed through the hands of a limited number of

dealers. This means that there was at least one wholesaler

for every small producing company. This is an undesirable

situation.

There is no question that the industry could easily dis-

pose of its tonnage through a limited number of wholesale

distributors. A reduction in the number of these distribu-

tors would be beneficial in any attempt which the industry

Table XXII.—Number and Sales Volume of Wholesale Distributors AVho

Handle Anthracite, 1935 1

r -New York City2— r United States 1'otal n

Per Cent Per Cent
of of

Anthracite Anthracite
Sales in 000’s in Sales in 000’s in

Number of Dollars Net Sales Number of Dollars Net Sales

Agents and
Brokers . . .

14 40,000 93.3 89 142,984 84.1

Wholesalers . 52 37,776 87.2 262 159,358 40.0

Total 66 77,776 90.0 351 301,332 61.0

Source : U. S. Department of Commerce, Bureau of the Census, Census of

Business, 1935, Wholesale Distribution, Vol. VIII, pages 27, 40, 45 and 51.

1. Data for sales departments of producing companies not available.

2. Data for other eastern cities not available.



might make to control price cutting and to secure better

relations with the retail dealers.

Problems of Retail Distribution

The retail dealer presents one of the most difficult prob-

lems to the present efforts to rehabilitate the anthracite in-

dustry. Not only are there too many dealers, but in addi-

tion, it is most difficult to classify them. There are equipped
dealers to handle nothing but anthracite; there are equipped

dealers who handle all types of fuel; there are dealers who
diversify their business by selling feed, lumber and similar

products. Added to these are the unequipped dealers, the

peddler and, most recently, the trucker.

This wide variety of dealers makes it impossible to se-

cure accurate data concerning their yards with regard to

sales volume, costs of doing business, retail margins and
many similar factors. In 1929, the Census of Distribution

had a separate classification for coal and wood yards; in

1935, a similar census was forced to lump all types of fuel

and ice dealers together. (Table XXI II) This means that

data for such dealers in the New England States, where oil

is a more important product than coal, cannot be used as

the basis for drawing any sound conclusions concerning the

retailing of anthracite in that area. Data for the Middle

Atlantic States are probably more satisfactory, but such

figures are also distorted by the failure of many of the

peddler types of dealers to turn in reports to the Census in-

vestigators. It is in recognition of these handicaps that an

attempt has been made to study the problems of retail

distribution.

An examination of the sales of such dealers by size of es-

tablishment for 1935 in the New England and Middle Atlan-

tic* States shows that the retailers, having* an annual volume
of $100,000 and over, account for more than fifty per cent of

the total business in both of these areas. On the other hand,

dealers whose sales volume is less than $10,000 annually

account for less than seven per cent of the total sales

volume. The very large percentage of the total number of
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dealers included in this classification suggests that a sub-

stantial portion of such establishments might well be elim-

inated without any adverse consequences to the anthracite

producers or other retailers. This phenomena of many very

small dealers is not peculiar to the fuel business. It pre-

sents greater problems, however, because there is an in-

creasing necessity for such dealers to render a more com-

plete service to their customers.

There was a tremendous increase in the total number of

dealers in this classification between 1929 and 1935. How
much of this increase was due to more complete coverage

by the Census and how much can be attributed to the

setting up of new establishments, is impossible to deter-

mine. It is certain that the distribution of anthracite

through such outlets declined considerably during this per-

iod. Even though there were no increases in dealers who
concentrated their main attention on anthracite, such re-

duced tonnage has resulted in a smaller average volume of

business for these yards.

Dealer Margins

Two of the most perplexing problems in the retailing of

anthracite are dealers’ costs and dealer margins. There

are obvious difficulties in any attempt to determine an aver-

age margin for a particular community. In this investiga-

tion an attempt has been made to compute actual margins

by working with average retail and mine prices rather than

the customary method of using quoted mine and retail rates.

The resulting figures are distribution margins rather than

retail margins. They also include the wholesaler’s mark-

up. Since the wholesale mark-up tends to remain fairly

constant, such data are useful in comparing the trend in

dealer margins in various cities over a period of time. 1 The

results of this analysis have shown that dealer margins have

declined in all those areas where trucking has been a factor,

while in most of the outlying centers they had actually

1. A detailed analysis of retail margins computed on the basis given above

for a number of eastern cities for the period 1921-1935 will be found in the

Appendix.
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shown a definite increase during’ the period studied. Since

anthracite has suffered its greatest declines in those areas

where high margins have prevailed, it is probable that such

high dealer mark-ups have been an important factor in this

reduced consumption.

These margins were based upon stove coal only and are,

therefore, only representative in those cities where the do-

mestic sizes constitute the major portion of the dealer’s

tonnage. In New York City, especially, and in other areas

where the percentage of the steam sizes handled by the re-

tail dealer is large, such margins are meaningless.

With the shift in the consumption of anthracite from in-

dustrial to commercial uses, a larger percentage of the

steam sizes are now sold through retail dealers. Although

the mine prices of these sizes have remained low, the retailer

lias also been compelled to grant additional volume dis-

counts in order to move such coal in competition with bi-

tuminous coal. These discounts have also resulted from
the destructive price competition that at present prevails

in large metropolitan centers. Such practices have tended

to make the operation of retail coal yards on a profitable

basis very difficult. Therefore, while the margins on the

domestic sizes of anthracite may be sufficiently large to give

the dealer a satisfactory profit, such profit may be entirely

destroyed because of the low margin on the steam sizes.

At the present time there is no evidence to show that the

dealers in New York, Philadelphia and other nearby cities

are realizing much profit from the sale of anthracite.

A final factor that must be considered in interpreting the

indicated retail margins is the seasonal nature of the fuel

business. There is a much more marked seasonal slump

during: the summer months for the coal dealer than for theo

anthracite operator. (Chart XX) This is due to the fact

that the household consumer prefers to pay higher prices

for coal during the winter than to invest money in lower

priced coal when he does not have use for it. As a result,

much of the coal sold to dealers in April, May and June at

low prices is in turn sold to domestic consumers at the
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higher levels prevailing during the fall and winter months.
Therefore, although (he dealer may not enjoy a large aver-

age margin, he quite frequently is able to secure a very

satisfactory operating profit by buying cheap in the spring

and selling at high prices later in the season.

Costs of Retail Distribution

There has never been a satisfactory analysis of the costs

of operating retail coal yards. An effort was made to do

this by National Recovery Administration but officers who
had charge of that investigation state that the data which

they collected were of doubtful value. The various Censuses

of Distribution have asked these dealers to make reports

of their payroll costs and total operating expenses but such

data are not sufficiently detailed to make a satisfactory

analysis possible. Table XXIV summarizes such informa-

tion for independent and chain retail fuel establishments for

the year 1935, the latest period for which such data are

available. Tbe expenses indicated are based upon reports

of these dealers and not upon an audit of their books. 1

There are several factors that tend to make the costs of

operating these yards unduly high. In the first place, there

are toe many yards, which results in unnecessary duplica-

tion of costly facilities, and second, the average retail de-

livery to domestic consumers is limited to one and two ton

orders, and frequently it becomes necessary for the coal

truck to make two or three stops before the entire load has

been delivered.

A third cost factor is the seasonal character of the busi-

ness. It has been estimated that the costs of distribution

might be reduced between twenty and thirty per cent by the

elimination of unnecessary yards and encouraging larger

individual fuel deliveries.

1. Studies made in a few centers have indicated that the costs of retail coal

distribution are definitely influenced by the amount of tonnage sold. They have
also shown that such costs are influenced by the average size of orders de-

livered, the seasonal character of its purchase, and similar factors. Such
studies have not been sufficient in their scope to enable us to draw any final

conclusions from their results.

2.14
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It is highly desirable that a detailed study of retail costs

be made by the industry. It will present difficult problems

but if it proves successful there will be a much better basis

for setting up satisfactory dealer margins and attempting

to reduce unnecessary costs.

The Possibilities of Unified Marketing

Unified marketing is necessary if the anthracite industry

expects to effectively meet the growing challenge of compe-

titive fuels. The operators might easily accomplish such

unification by their own cooperative efforts if they would

see fit to do so. However, there is nothing to indicate that

such cooperation will ever take place unless it is forced upon

the industry by some outside agency. The failure of many
of the producers to support Anthracite Industries whose

sole purpose is to increase the market for all members of the

industry is rather conclusive evidence that the industry is

incapable of giving united support to any program.

There are certain factors that are essential to a unified

marketing program for anthracite. It will first be necessary

to stabilize the price of anthracite at the mine. In so stabil-

izing prices, care will have to be taken to see that the price

is fair to all producing regions and that due allowance is

made for differences in the recovery of domestic sizes in

such areas. It will also be desirable to try to bring the

prices of the various sizes of anthracite closer together so

that the average price realization in all regions may not be

subject to the present differentials.

It will next be necessary to determine the nature of the

wholesale marketing organization. There is certainly a need

for a reduction in the present number of wholesale distribu-

tors. How much this number should be reduced depends

upon what steps are taken to reorganize the producing end

of the business. If the present company setup continues, it

will be impossible to sell all the coal through one sales

agency unless each producer is allotted a specific share of

the total output. The margins of the large affiliated sales

agents are not very high and it is unlikely that a single



agency could make any substantial reduction in the cost of

wholesaling anthracite. It is also desirable to maintain the

cooperation of such agents, who have market contacts de-

veloped over a long period of time, and who are in a position

to render a real service to the industry. If the producing

end of the business should be drastically changed, a single

wholesale agency might then become desirable. In this case,

an effort should be made to bring into such an organization

the present sales agents who have proven themselves pro-

gressive merchandisers.

A third essential factor is the stabilization of retail trade.

It is suggested that dealer costs be determined, fair margins

be agreed upon, and that the producing companies and not

the retailer take the initiative in establishing such margins.

It is recommended that the f. o. b. Aline price include such

margins in a manner similar to that followed by the auto-

mobile and similar manufacturers. It is further suggested

that fair retail prices be advertised in the different centers

to prevent dealers from attempting to charge abnormally

high prices as they have done in some areas in the past.

Some basis should be established for restricting the num-

ber of retail yards in various cities. A program of licens-

ing or exclusive agencies might prove very desirable. Pro-

ducers should agree to announce the price scale of anthra-

cite for the entire year and contracts with dealers should

be encouraged so that such outlets would not continue the

present policy of shifting from one source of supply to

another. If the trucking of coal to market is to continue,

some basis should be established so that there will not be

undue price differentials between coal delivered direct to

market and that sold through the retail yard. The practice

of shipping unconsigned coal should be discontinued, and

the retail dealer in his turn would be prevented from sell-

ing to the peddler trade.

The contract idea suggested for the producer and retailer

might well be extended to the retailers' relations with the

household consumer. More than two-thirds of the sales of

fuel oil are on this basis. Since the dealer will know the mine
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price and li is margin for the year, he will be in a position to

give a definite price schedule to such consumers. The small

order and seasonal problems of the retail dealer could in

this way be reduced, for under such a contract provision

might be made for definite payments by the consumer dur-

ing the heating season. The dealer would reserve the right

to fill up the consumer’s bin during the summer and to de-

liver coal regularly during the season rather than follow

the present program of waiting for the consumer to order

his fuel.

Unified marketing will probably not greatly reduce prices

of anthracite to the consumer, but it will enable the pro-

ducer and the retailer to promote their business in a more
effective manner with resulting better service to the

consumer.

Suggestions for Meeting Competition of Substitute Fuels

The only effective method of combating the growing com-

petition of oil is to increase the sale of anthracite burning

equipment. There are several ways in which this can be

done

:

The trend is definitely toward automatic heat. The most

satisfactory way to burn anthracite is in domestic stokers.

The industry must push the sale of such equipment much
more than it is at the present time. It may become neces-

sary for the industry to subsidize a stoker in order that the

price of such equipment to the consumer can be reduced.

The price of coal used for domestic stokers should be raised

if possible so that such fuel will no longer put a burden on

the domestic sizes.

The promotion of stokers need not be entirely confined to

those consumers who now burn the domestic sizes of anthra-

cite. The present efforts to get anthracite equipment into

new homes should be increased and more emphasis should

be placed upon stoker equipment. A survey should be made
of those consumers who have become dissatisfied with their

oil and gas burners and they should be educated to the ad-

vantages and economy of stoker fired anthracite. There

are many homes that at present do not have any kind of

23S



central heating*; such consumers might furnish new markets

for the sale of stokers or other anthracite burning

equipment.

The Laboratory at Primos has developed a small hot

water heater designed to burn barley coal. This burner is

automatic, economical to operate and can be installed at a

very low cost. It is so designed that it can be easily at-

tached to manually operated gas hot water heaters. Many
people regard this as a toy. If properly promoted it might

prove to be a most profitable piece of equipment. Barley

coal at the present time is selling* at a price which is at least

three dollars below the cost of production of all sizes of an-

thracite. It is believed that coal for this burner, which

would be sold in packaged form, could then demand a mine

price of at least four dollars per ton. The promotion of

this burner would not in any way interfere with the sale of

the domestic sizes and every ton sold would mean an addi-

tional income of three dollars for the operators, which might

be used for promotion purposes or to reduce the prices of

the domestic sizes.

The laboratory has also developed some new magazine

feed boilers which have given excellent results, and which

are now being promoted by Anthracite Industries Incor-

porated. The sale of such equipment and heat regulators

is an excellent temporary move, but unless the industry rec-

ognizes that it must eventually rely on the more completely

automatic stoker, it will be making a serious mistake.

The successful pursuit of the promotion of such equip-

ment is in part dependent upon adequate funds to finance

these activities. To that end the contributions might well

be increased, not only by having more of the producers sup-

port this program, but, in addition, the present members
should increase the sums which they now pay to Anthracite

Industries Incorporated.

How* much this will accomplish cannot be determined. It

is certain that unless equipment is more actively promoted,

the industry will necessarily suffer further losses in the

very near future.
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PART IV

SUMMARY AND CONCLUSIONS

The consumption of anthracite in 1936 was fifty-five mil-

lion net tons, as compared with eighty-six million tons in

1921. This represented a decline of approximately thirty-

six per cent. While this decline was characteristic of all

classes of users, it was particularly marked in the case of

the railroads, manufacturing plants, and the collieries of the

producing companies. As a result, nearly eighty per cent

of the annual output of anthracite is now consumed by do-

mestic and commercial users, and the share of such consum-

ers is increasing. Therefore, any program designed to ex-

pand the production of' anthracite is dependent upon the

ability of the marketing organization of the Industry to in-

crease the consumption of these two classes of consumers.

The market for anthracite is now practically limited to

consumers in the Middle Atlantic and New England States.

The industry has suffered a decline of more than eighty

per cent in the West and South, and has lost two-thirds of

its customers in Canada. In spite of recent price reductions,

which have placed anthracite in a more favorable position

in the West and South, there is still a large price differen-

tial in favor of bituminous coal. It is, therefore, unlikely

that the industry will ever be able to win back much of its

lost tonnage in those areas. Since fifty per cent of the re-

tail sales of fuel are made in the New England and Middle

Atlantic States, the industry still has a large market in

which to promote the sale of its product.

The decline in the consumption of anthracite, during the

period 1921-1936, was accompanied by an even greater re-

duction in the revenues received from its sale by the pro-

ducing companies. This was due to a reduction in the

prices of the domestic sizes of anthracite and an increase

in the proportion of the lower priced steam sizes which

were sold. This decline in revenue has seriously impaired

the financial condition of many of the producing companies
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and has encouraged the mechanization of the production

process, with a resultant drastic reduction in the number of

workers employed.

The line operators have suffered the entire burden of the

decline in anthracite consumption. The independent pro-

ducers have, as a group, enjoyed a consistently better ton-

nage record during the past ten years, and in 1936 their

combined output was substantially greater than it was in

1921. The explanation for the better showing of the inde-

pendent group seems to be the lower prices charged for such

coal. These lower prices were not used to win new markets

for anthracite, but rather were used to attract the dealers

and consumers of competitive producers. This price com-

petition has proved beneficial in reducing the level of an-

thracite prices, but, at the same time, it has demoralized

the marketing and merchandising of the product. This price

cutting evil must be corrected before a program of unified

marketing can lie properly initiated.

The two chief competitors of anthracite are bituminous

coal and fuel oil. Bituminous coal has replaced the domestic

sizes of anthracite in the West and South because, of the

large price differential in its favor. The rapid growth of

installations of automatic bituminous stokers, and the price

differential which this fuel still enjoys, will tend to prevent

a substantial increase in the consumption of anthracite in

these distant markets.

Bituminous coal has also proved to be an important com-

petitor of anthracite in commercial and industrial markets.

The continued improvement of the technique of burning bi-

tuminous coal will tend to make this fuel more acceptable

to those manufacturing establishments which still burn an-

thracite. The anthracite industry can only hold its present

commercial consumers by continuing to offer its fuel at

prices far below the cost of production. It is, therefore, de-

sirable that as much of this tonnage as possible be trans-

ferred to the more profitable domestic markets.

At the present time fuel oil offers the most serious com-

petition to anthracite. Not only is the consumption of this



fuel for heating purposes increasing at a very rapid rate

but, in addition, nearly sixty per cent of such consumption
is in the New England and Middle Atlantic States. The in-

stallation of oil burning equipment is increasing more rap-

idly than the construction of new residential dwellings, and
it is inevitable that further declines in the consumption of

anthracite must follow if the sale of such equipment
continues.

The consumption of fuel oil is based upon convenience

rather than upon price. Consumers of this fuel pay an

average price of more than three hundred dollars for the

purchase and operation of an oil burner. At the present

level of prices, the cost of fuel alone for such burners is

substantially higher than the cost of heating with liand-

fired anthracite in most of the consuming centers on the At-

lantic Seaboard. The sales of oil burners, during the first

live months of 1935, were larger than for any comparable

period, and apparently the threat of higher prices for oil

next winter has had no effect upon the number of such

installations.

It follows that further reductions in the price of the do-

mestic sizes of anthracite will not, in themselves, effectively

meet the challenge of fuel oil. The American consumer has

been educated to the advantages of automatic heat and ap-

pears willing to pay well for the convenience and satisfac-

tion which it offers. The anthracite industry should, there-

fore, sponsor the sale of automatic equipment, designed to

burn only anthracite, if the rapid growth of oil is to be

checked. Should the prices of fuel oil become unduly high

as the result of a too rapid growth in the use of this product,

anthracite will then be in a position to assume an important

position in the heating of homes with automatic equipment.

The present price structure for anthracite is unsound.

While the prices of the domestic sizes may be too high, the

low prices received for the steam sizes make further reduc-

tions in the mine price of the domestic sizes impossible. The

differences in the recovery of steam and domestic sizes in

the various anthracite producing regions, together with the
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desirability of encouraging tlie sale of automatic anthracite

burning equipment, make it essential that steps be taken to

reduce the spread between the prices of these two groups of

sizes.

The mine price of anthracite represents approximately

one half of the prices paid for the domestic sizes by retail

purchasers and a much smaller portion of the retail prices

paid for the steam sizes. The remainder comprises the

charges for freight and the wholesalers’ and retailers’ mar-

gins. The freight rates on anthracite are undoubtedly out

of line with transportation charges for similar commodi-

ties. A substantial reduction in such rates, if they could be

secured, would help to reduce retail prices and to improve

the competitive position of anthracite with other solid fuels,

especially in the more distant markets where bituminous

coal is the principal competitor. The extent to which such

reductions can be made is beyond the scope of this particu-

lar investigation.

The retailer’s margin represents an even greater per-

centage of the price to domestic consumers than do freight

rates. This is especially true in New England, the Middle

West and other areas where the trucking of anthracite is

economically impossible. In many of these centers, the

margins are entirely too high and should be reduced. How-
ever, in New York City, Philadelphia and other centers im-

mediately adjacent to the producing fields, the margins have

already been greatly reduced and do not appear, at present,

to be excessive. A large number of these dealers in such

markets are now operating their establishments at a loss

and steps which may be taken to reduce their costs will,

therefore, contribute little to a reduction in the price of coal

to the consumer.

There are entirely too many wholesalers and retailers

who now handle anthracite. A reduction in the number of

wholesale establishments will not greatly affect the costs of

marketing anthracite, but it will provide a much more ef-

fective control over the manner in which anthracite is dis-

tributed to retail dealers. A reduction in the number of re-
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tail establishments will definitely reduce distribution costs.

It has been estimated that savings up to twenty per cent

may be achieved by the elimination of unnecessary yards

and the duplication of services performed by such establish-

ments. Such reductions in costs should mean lower prices

in those areas where existing retail margins are adequate

and enable dealers in price cutting areas to at least operate

on a sound financial basis.

Unified marketing is necessary if the industry expects to

solve its present problems. Such unified action must super-

vise all marketing activities from production to consump-

tion. It should concern itself with the establishment of

pricing and quality standards. It should endeavor to im-

prove the organization and operation of wholesale and re-

tail outlets, and the relations of the producing companies

with such establishments. Finally, it should coordinate the

promotional efforts of the industry, including its advertis-

ing, the sale of automatic burning equipment, and the de-

velopment of possible new uses for anthracite. The Anthra-

cite Industry has the capacity but apparently does not pos-

sess a willingness to attack these various problems in a co-

operative manner. It would, therefore, appear necessary

for such cooperation to be forced upon the industry by some

outside agency.

The present plight of many of the operating companies,

and their inability to solve their manifold problems, are not

the primary reasons for the present investigation of the

Anthracite Industry. The livelihood of one hundred thous-

and men and their families is dependent upon the continued

prosperity of the Industry. The anthracite communities will

be definitely affected by the future success of the Industry

in promoting the sale of its product. It is important to the

people of Pennsylvania that the mines continue to operate

and that this valuable natural resource be preserved for use

by future generations.

In manv ways it would be much more satisfactory for the

Industry to solve its problems without outside interference.
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Il this proves impossible it may become necessary for some
measure of control to be exercised by the State or Federal
Government in order that this objective may be achieved.
There does not seem to be any prospect of increasing the

consumption of anthracite in the immediate future. A well-
planned program initiated at once may lay the foundation
for such expansion in the future. The present promotion
organization with enlarged financial resources and the
united support of the entire industry might well serve as a
nucleus for such a program. Unless the anthracite industry
exerts every weapon at its command to combat the activities

of a powerful competition, further declines in the consump-
tion of anthracite are inevitable.
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APPENDIX

Table XXV.—Trend in Shirments, Local Sales, Colliery Consumption
and Total Production of Anthracite Coal

,

1

Local Commercial

1913-1936, Inclusive

Used
at Collieries Grand

Year Shipments Sales Production for Fuel Total

1913 79,904,353 2,000,072 81,913,425 9,611,497 91,524,922

1914 78,919,732 2,149,732 81,069,609 9,751,898 90,821,507

1915 76,906,431 2,092,086 78,998,517 9,996,544 88,995,061

1916 75,601,526 2,216,087 77,817,613 9,760,880 87,578,493

1917 86,788,848 2,382,362 89,171,210 10,440,601 99,611,811

1918 85,927,696 2,674,439 88,602,135 10,223,949 98,826,084

1919 76,128,970 2,360,821 78,489,791 9,602,410 88,092,201

1920 76,844,055 2,896,50

2

79,740,557 9,857,692 89,598,249

1921 77,901,110 2,812,551 80,713,661 9,759,790 90,473,451

1922 2 46,002,698 2,378,200 48,380,899 6,302,124 54,683,023

1923 82,239,037 3,248,352 85,487,389 7,851,619 93,339,008

1924 77,247,499 3.043,939 80,291,438 7,635,424 87,926,862

1925 2 53,768,372 2,884,577 56,652,949 5,164,199 61,817,148

1926 2 75,318,820 2,687,410 78,006,230 6,431,222 84,437,452

1927 70,495,286 3,046,770 73,542,056 6,553,508 80,095,564

1928 66,487,601 3,184,825 69,672,426 5,675,644 75,348,070

1929 65,294,579 3,233,023 68,527,602 5,300,593 73,828,195

1930 61,202,057 3,144,434 64,346,491 5,038,345 69,384,836

1931 52,635,855 2,901,117 55,536,972 3,985,765 59,522,739

1932 43,894,723 2,810,337 46,705,060 3,150,161 49,855,221

1933 43,335,409 3,249,552 46,584,961 2,956,363 49,431,344

1934 50,756,322 3,285,936 54,042,258 3,126,033 57,168,291

1935 46,537,829 2,874,970 49,412,799 2,745,783 52,158,783

1936 48,908,167 2,703,385 51,611,970 2,651,157 54,263,127

Sources

:

1913-1935—Department ot" Interior, U. S. Bureau of Mines, Annual Reports
on Pennsylvania Anthracite.

1936—Based on figures compiled by Anthracite Institute from reports of

Pennsylvania Department of Mines.

1. Figures for years prior to 1921 have been presented to show stability of

industry during period 1913-1921.

2. Production affected by general strike of anthracite mine workers.
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TABLE XXVII

Change in Proportion of Major Sizes Spiipped from Break-
ers in Wyoming, Schuylkill and Lehigh Regions,

1921-1935

' —Percentages— '

of Total Shipments
1921 1926 1.931 1935

Wyoming
Prepared above Pea 71.2 72.3 63.5 59.5

Pea 6.9 4.1 10.1 10.3

Steam sizes 21.9 23.7 73.6 30.2

Schuylkill

Prepared above Pea 59.0 58.9 52.0 49.2

Pea 10.3 7.2 10.0 10.8

Steam sizes 30.7 33.9 38.0 40.0

Lehigh
Prepared above Pea 60.6 57.5 53.7 51.6

Pea 10.7 7.5 11.3 11.9

Steam sizes 28.7 35.0 35.0 36.5

Total, including

Sullivan County
Prepared above Pea 66.2 66.3 58.5 55.2

Pea 8.4 5.5 10.3 10.7

Steam sizes 25.4 28.2 31.2 34.1

Sources

:

1921-1926—U. S. Department of Commerce, Bureau of Mines, “Coal in

1926”, pages 573-574.

1931—U. S. Department of the Interior, Bureau of Mines, Anthracite Coal

Tables, 1935, page 6.
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TABLE XXXI

Decline in Consumption of Anthracite by Major Areas
Coal Year 1916-1917 to Calendar Year 1936

Decline Decline
'—1916-17-1936—

'

—1928-29-1936—

'

Per Per
cent of cent of

Section Net Tons Total Net Tons Total

New England States 6,270 27.1 4,572 30.1

Middle Atlantic States 5,925 22.1 6,275 42.1

New England and
Middle Atlantic

Combined 11,195 49.1 10,847 72.2

North Central States 4,844 20.8 1,143 7.7

Lake Dock States . 3,220 13.8 994 6.7

Middle West 8,064 34.6 2,137 14.4

Exports 3,087 13.3 1,880 12.4

Other States 715 2.0 78 0.0

Total Decline 24,061 100.0 14,942 100.0

Sources : 1916-17—Department of Interior, United States Geological Survey
“Coal in 1917”, p. 1245; 1928-29—United States Department of Commerce,
Bureau of Mines, MCD No. 12, 1932, p. 4; 1936—Monthly reports of rail ship-

ments, Pennsylvania Department of Mines. ( Colliery, Fuel and Railroad fuel

consumption excluded from above table.)
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Table XXXII.

—

Distribution of Range Oil in Major Consuming Areas,

1930-1935 ( 000’s Omitted)

r 1930 , f 1935 s % Change

Section Gallons % of Total Gallons % of Total 1930-1936

New England . . . 79,380 63.0 524,260 58.0 +560.4

Middle Atlantic 30,996 27.3 218,138 24.1 +603.8

New England and

Middle Atlantic

Contract 1 10,376 90.3 742,398 82.1 +572.6

Other States 15,624 9.7 161,694 17.9 +935.0

Total Consumption 126,000 100.0 904,092 100.0 +617.5

Source: Mineral Markets Reports No. M. M. S. 501, U. S. Bureau of

Mines, Department of Interior, 1936, pp. 3-4.
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Table XXXIV.

—

Members of Anthracite Institute and Anthracite

Industries, Inc., and Their Commercial Production, 1936

Name of Production Institute Members Production Industries Members
ompany Net Tons Net Tons

ine Companies

Glen Alden 6,569,753 7,085,536

P. & R. 6,823,955 6,823,955

Hudson 4,517,929 4,517,929

Lehigh Valley 3,624,692 Non-Member
Lehigh Coal Navig. 2,754,573 2,754,573

Susquehanna 2,722,266 Non-Member
Pittston Co. 2,037,549 Non-Member

Line Co. Members 29,050,717 21,181,973

Line Co.

Non- Members None 8,384,507

ndependent Companies

Madeira Hill Non-Member 1,659,979

Jeddo-Highland
Hazel Brook Non-Member 1,558,261

Penna. Anth. Min. Non-Member 1,462,368

Weston Dodson 1,302,633 1,302,633

Stevens Coal Co. Non-Member 1,010,990

Dickson & Eddv Non-Member 1,129,304

Sterrick Creek Non-Member 808,348

St. Clair 755,349 Non-Member
Wyoming Valiev Non-Member 645,169

Pardee Bros. 497,392 Non-Member
Centralia Non-Member 455,180

Sullivan 377,242 377,242

East Bear Ridge 350,980 350,980

Dial Rock 343,646 343,646

Alden 330,280 330,280

West End 296,428 ( Included Dickson & Eddv)
Moffat Non-Member 241,027

Heidelberg 228,698 228,698

Pompey Non-Member 254,183

Buck Mt. 146,692 146,692

Bell. Col. Non-Member 140,472

Conlon 143,851 143,851

Green Ridge Non-Member 100,288

Suffolk Non-Member No Data

Production Institute Members

Net Tons Per Cent

Total Members 33,823,910 65.4

Total
Non-Members 17,788,060 .34.4

51,611,970

Production Industries Members
Net Tons Per Cent

33,871,564 65.8

17,740,386 34.2

51,611,950

Sources: Membership—Anthracite Industries, Inc., and Anthracite Insti-

tute; Commercial Production—Pennsylvania Department of Mines.



Table XXXV.—Average Sales Realization at Mine,* Freight Rate,

Average Retail Price and Distribution Margin per Net Ton for Stove

Size Anthracite in Selected Eastern Cities in 1921, 1926, 1931, 1935

—1921—^ ,—1926—^—1931—> ,—1935-—x %
% of % of % of °/o of Changes

Cost Items Amt. Total Amt. Total Amt. Total Amt. Total 1926-35

Boston

Mine Price

Freight Rate
Margin

6.85

4.00

4.63

44.2

25.8

30.0

8.16

3.71

4.38

50.2

22.8

27.0

7.37

3.71

4.18

48.3

24.3

27.4

5.87

3.17

3.94

45.2

24.4

30.4

—28.1
—14.6
—10.0

Ave. Retail Price 15.48 100.0 16.25 100.0 15.26 100.0 12.98 100.0 —20.1

Providence

Mine Price 6.85 44.2 8.16 49.9 7.37 47.7 5.87 40.8 —28.1
Freight Rate 4.13 26.6 3.71 22.7 3.71 24.0 3.26 22.7 —12.1
Margin 4.52 29.2 4.48 27.4 4.36 28.3 5.25 36.5 +17.2

Ave. Retail Price 15.50 100.0 16.35 100.0 15.44 100.0 14.38 100.0 —12.0

Portland, Me.

Mine Price 6.85 44.4 8.16 49.1 7.37 44.8 5.87 42.3 —28,1
Freight Rate 4.50 29.2 4.05 24,4 4.05 24.6 3.57 25.7 —11.3
Margin 4.07 26.4 4.40 26.5 4.02 30.6 4.44 33.0 1.0

Ave. Retail Price 15.42 100.0 16.61 100.0 16.44 100.0 13.88 100.0 —16.4

Buffalo

Mine Price 6.85 52.8 8.16 59.2 7.37 56.0 5.87 47.6 —28.1
Freight Rate 3.25 25.1 2.93 21.3 2.93 22.3 2.96 24.0 1.0
Margin 2.87 24.1 2.68 19.5 2.85 21.7 3.51 28.4 30.9

Ave. Retail Price 12.97 100.0 13.77 100.0 13.15 100.0 12.34 100.0 —10.4

Rochester

Mine Price 6.85 51.2 8.16 55.9 7.37 52.6 5.87 49.1 —28.1
Freight Rate 3.00 22 4 2.70 18.4 2.70 19.3 2.82 23.6 4.4
Margin 3.53 26.4 3.74 25.7 3.93 28.1 3.27 27.3 —12.6

Ave. Retail Price 13.38 100.0 14.60 100.0 14.00 100.0 11.96 100.0 —18.1

Newark
Mine Price 6.85 53.8 8.10 58.3 7.37 55.1 5.87 53.8 —28.1
Freight Rate 2.37 18.6 2.13 15.2 2.13 15.9 2.08 19.0 — 2.3
Margin 3.49 27.6 3.71 26.4 3.83 29.0 2.97 27.2 —20.0

Ave. Retail Price 12.71 100.0 14.00 99.9 13.36 100.0 10.92 100.0 —22.0

Philadelphia

Mine Price 6.85 53.7 8.16 57.9 7.37 56.1 5.87 55.0 —28 1
Freight Rate 2.38 18.6 2.13 15.1 2.13 16.2 2.06 19.3 — 33
Margin 3.53 27.7 3.82 27.0 3.63 27.7 .. 2.74 25.7 —28.3

12.76 10(1.0 14.11 100.0 13.13 100.0 10.67 100.0 —24.4Ave. Retail Price



Table XXXV.— (Continued)

,—1921—*
,—1926—v—1931—1 ,—1935—i %

% o f % of % of % of Changes

Cost Items Amt. Total Amt. Total Amt. Total Amt. Total 1926-35

Baltimore

Mine Price 6.85 51.0 8.16 57.1 7.37 52.8 5.87 52.2 —28.1
Freight Rate . 3.25 24.2 2.93 20.5 2.93 21.0 2.62 23.3 —11.8
Margin 3.33 24.8 3.19 22.4 3.64 26.2 2.76 24.5 —13.5

Ave. Retail Price 13.43 100.0 14.28 100.0 13.94 100.0 11.25 100.0 —21.2

Washington

Mine Price 6.85 52.9 8.16 58.4 7.37 54.7 5.87 49.1 —28.1
Freight Rate 3.25 25.1 2.83 20.3 2.83 21.0 2.67 22.3 —10.6
Margin 2.84 24.0 2.98 22.3 3.26 24.3 3.51 28.6 +17.8

Ave. Retail Price 12.94 100.0 13.97 100.0 13.46 100.0 11.95 100.0 —14.5

Chicago

Mine Price . . . . 6.85 44.7 8.16 48.3 7.37 44.8 5.87 42.0 —28.1
Freight Rate 5.63 36.8 5.06 31.0 5.06 30.7 4.26 30.5 —15.8
Margin . 2.83 18.5 3.66 20.7 4.03 24.5 3.85 27.5 5.2

Ave. Retail Price 15.31 100.0 16.88 100.0 16.46 100.0 13.98 100.0 —17.2

Sources : Freight rates to various cities—compiled by Anthracite Institute

;

Mine Price—Annual Reports on Pennsylvania Anthracite for 1921, 1926, 1931,

1935, U. S. Bureau of Mines, Department of Interior; Retail Price—An aver-

age of prices reported to U. S. Department of Labor, Bureau of Labor Statis-

tics, for January, April, July and October for years 1921, 1926, 1931 and 1935.

* Mine price excludes margins of separately incorporated sales agencies and
selling expenses of sales departments of producing companies. Margins indi-

cated for different cities need, therefore, be regarded as representing both retail

and wholesale mark-ups. City of New York is not included in above table

because it is believed that comparable figures are not representative of true

retail price situation in that city.
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FINANCIAL OPERATIONS OF

Capital Assets of Anthracite Producing' Companies

The mining and preparation of anthracite require a sub-

stantial investment. The exact amount of the investment of

the industry in items which are used and useful in the pro-

duction of anthracite is not readily ascertainable due to the

fact that some anthracite producing companies have invest-

ments in trucking companies, office buildings, distributing

facilities, etc,, which have no bearing on the mining and
preparation of anthracite; some own extensive anthracite

reserves, a large portion of which should be classified as a

speculation in anthracite; and some have extensive invest-

ments in securities of power companies, water companies,

and similar organizations.

The most complete information on the capital assets of

anthracite producers is contained in composite balance

sheets which were compiled by the Bureau of Internal Rev-

enue from corporation income tax returns as of December

31, or the close of the fiscal year nearest to it, filed by con-

cerns whose predominant business is classified as “Mining
and Quarrying—Anthracite Coal”. Such balance sheets

for 1931-1934 inclusive, the latest years available, are re-

produced in Appendices A and B, and summarized in the

following table.

Composite Balance Sheets of Corporations Whose Predominant Business
Is “Mining and Quarrying—Anthracite Coal”. (Money Figures in

Thousands of Dollars)

Investments, other than tax-exempt . . . . 212,150 199,725 155,326 154,108
Capital assets—land, building, equipment

Number of balance sheets

1931 1932 1933 1934

78 102 120 126

Assets :

Cash
Notes and accounts receivable

$ 21,692 $ 18,271 $ 22,401 $ 12,404
72,434 57,612 55,757 67,205
28,707 28,503 21,959 18,820
7,726 5,609 6,169 9,721

Inventories

Investments, tax-exempt

(less depreciation)

Other assets . ...

422,177 401,126 413,110 360,619
33,451 33,692 29,105 37,629

Total assets

(Continued on next page)
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$798,338 $744,539 $703,826 $660,507



1934

Composite Balance Sheets

—

Continued

1931 1932 1933

Liabilities

:

Notes and accounts payable
Bonded debt and mortgages
Other liabilities

Capital stock—preferred
Capital stock—common
Surplus and undivided profits

Less deficit

Total liabilities

$ 50,223 $ 43,384 $ 44,254 $ 58
,
0/0

212,423 204,542 197,031 210,538
56,252 41,663 48,748 42,266

16,213 19,181 22,637 17,630

207,812 206,017 176,314 186,542

265,304 237,398 231,555 170,049

9,890 7,647 16,713 24,589

$798,338 $744,539 $703,826 $660,507

The composite balance sheets for 1931, 1932 and 1933, as

given in the foregoing' table, are not strictly comparable

with the one for 1934 since during the period covered by the

balance sheets for 1931, 1932 and 1933 consolidated income

tax returns were made. These consolidated returns were

classified according to the predominant industrial activity

of the consolidated group, and sometimes included subsidi-

ary concerns which were engaged in industrial activities en-

tirely different from the production of anthracite. Under
the Revenue Act of 1934 a separate return was filed by each

of the affiliated corporations, and each of these separate re-

turns was classified according to its predominant business

with the result that some 1934 returns fall in industrial di-

visions other than the ones in which they were included in

prior years. Also, in the consolidated returns there fre-

quently are offset items commonly referred to as “inter-

company eliminations” which, however, do not occur when

each company files a separate income tax return. Conse-

quently, the items of assets, liabilities, receipts, and deduc-

tions, as well as dividend payments, gross income, net in-

come, and tax, are affected by the absence of intercompany

eliminations in the tabulations of the 1934 returns, due to

the withdrawal of the privilege of filing consolidated re-

turns. However, when used for comparative purposes such

as in this report, the lack of comparability does not ma-

terially affect the results. Composite balance sheets pre-

pared by the Bureau of Internal Revenue for the years 1935

and 1936 are not yet available.



The capital assets of the 12* anthracite producing com-

panies which furnished information to the Anthracite Coal

Industry Commission, and of The Philadelphia and Head-

ing Coal and Iron Company as taken from the company’s

report to the Security and Exchange Commission, amounted

to $313,740,913 as of December 31, 1936, as shown in the fol-

lowing table. In compiling the capital assets of these 13

companies an effort lias been made to eliminate any prop-

erty or equipment which was used in the retailing of anthra-

cite, and the portion of the value of leaseholds which repre-

sents anthracite deposits whose full value is included in the

balance sheet of the owner. The totals do include miners’

houses owned by the company, furniture and fixtures, office

buildings, and similar items used in connection with the

production and selling of prepared anthracite at the

breaker.

Book Value of Property and Equipment Used in Producing and Preparing

Anthracite of 13 Principal Anthracite Companies as of December 31, 1936

Anthracite Lands
and Other Property

Culm Banks and Equipment Total
Class of Less Less Property and
Ownership Depletion Depreciation Equipment

(dollars) (dollars) (dollars)

Nine Railroad Companies 161,889,093 80,510,139 242,399,232

Pliila. & Reading C. & 1. Co. 32,023,330 26,990,570 59,013,900

Total, 10 R. R. Companies 193,912,423 107,500,709 301,413,132

Three Independent Companies 4,862,622 7,465,159 12,327,781

Total, 13 Companies 198.775,045 114,965,868 313,740,913

Per Cent of Total 63.36 36.64 100.00

During the three-year period 1934-1936, the 13 companies
referred to in the above tabulation produced 69.38 per cent

of the total production of anthracite, of which total 55.05

per cent was from lands owned in fee and 14.33 per cent was
from lands mined on a royalty basis. During the same pe-

riod 14.56 per cent of the total anthracite was produced by

other companies on lands owned by the 13 companies. The

* Glen Alden Coal Company, The Lehigh Valley Coal Company, The Hudson
Coal Company, Lehigh Navigation Coal Company, The Pittston Company,
Coxe Brothers and Company, Inc., Jeddo-Highland Coal Company, Hazle
Brook Coal Company, Scranton Coal Company, Susquehanna Collieries Com-
pany, Penn Anthracite Collieries Company, Madeira Hill and Company.
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balance of 16.06 per cent of the total was produced by other

companies on lands owned in fee or leased from estates, in-

dividuals or companies other than the 13 referred to in the

tabulation. Tonnage figures from which the foregoing per-

centages were computed are given in the following table.

PRODUCTION OP ANTHRACITE BY TYPES OF LAND OWNERSHIP AND TYPES OP
COMPANIES (IN NET TONS)

(Includes Washery Anthracite and Anthracite from Culm Banks)

Totals for 1034-1936
193-t 1935 1936 Net Tons Percentage

13 Companies

Production on

:

Land owned in fee 31,638,932 29,138,839 29,547,994 90,325,765 55.05
Land mined on royalty basis

Other Companies

Production on

:

9,012,372 7,028,021 7,469,986 23,510,279 14.33

Land owned in fee
Land owned by 13 companies,

1,829,287 1,741,236 1,700,980 5,271,503 3.21

mined on royalty basis . . .

Other land mined on royalty
7,370,652 7,285,745 9,237,119 23,893,516 14.56

basis 7,317,148 6,964,942 6,80,3,921 21,086,011 13.85

Total, all companies 57,168,391 52,158,783 54,760,000 164,087.074 100.00

An investigation indicates that the 13 companies own ap-

proximately 100 per cent of the other property and equip-

ment on the anthracite lands which they own in fee and op-

erate; approximately 90 per cent on the lands which they

lease from others on a royalty basis and operate
;
and ap-

proximately 35 per cent on the lands which they own and
lease to others on a royalty basis. Applying these percent-

ages to the production percentages as given in the preceding

paragraph, it is estimated that 73.05 per cent of the total

production of anthracite during the three-year period 1934-

1936, inclusive, was from mining properties whose other

property and equipment was owned by the 13 companies.

Since the other property and equipment of the 13 companies

was valued at $114,965,868, it is estimated that the total

value of all the other property and equipment used and

useful in the production of anthracite was $157,379,696 on

December 31, 1936.

In the report on Anthracite Lands and Deposits it was
estimated that the total value of the anthracite lands and
deposits as of December 31, 1936 was $250,078,420,

of which $39,332,588 was represented by lands and
deposits owned by estates, individuals and non-operating
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firms or corporations which did not own any other mining

property or equipment. Adding- this $250,078,420 value of

the lands and deposits to the $157,379,696 for the other prop-

erty and equipment results in a total of $407,458,116 as the

total value of the anthracite lands and deposits and the

other property and equipment which was used or useful in

the production of anthracite in Pennsylvania, as of De-

cember 31, 1936.

As previously shown, anthracite lands and deposits

valued at $39,332,588 as of December 31, 1936, are owned by

estates, individuals and non-operating firms or corpora-

tions. Deducting this amount from the total value of lands

and deposits and other property and equipment of $407,-

458,116 leaves a total of $368,125,528 as the value on De-

cember 31, 1930 of the lands and deposits and other prop-

erty and equipment of anthracite producing companies.

This latter figure is close to that obtained by the Bureau of

Internal Revenue.

In compiling the composite balance sheet for 1934 previ-

ously referred to, the Bureau of Internal Revenue could not

include the balance sheets of 19 firms, as some firms did not

furnish balance sheets and some of those furnished by other

firms contained incomplete information. Also, no balance

sheets were included for firms which were inactive during

the year. Had data for the 19 active firms for which balance

sheets were not available and for the inactive firms been in-

cluded, the total capital asset value of $360,619,000 as of De-

cember 31, 1934 would have been somewhat increased. The
difference between this increased amount and the computed

total of $368,125,528 represents the adjustment between

1934 and 1936 due to the difference between the amount
charged to depreciation and depletion and the amount spent

for new facilities and improvements which was charged to

the mining property and equipment accounts.

Consolidated balance sheets of 26 companies which pro-

duced 85 per cent to 90 per cent of the total anthracite ton-

nage for the years 1926-1932 inclusive, and of 42 companies

which produced 90 per cent to 95 per cent for 1933, 1934,



and 1935, prepared from data furnished by the individual

companies, were recently made available by the Anthracite

Institute and are given in Appendix C. In referring to these

balance sheets it will be noted that the property and equip-

ment of these companies was valued at $348,928,121 as of

December 31, 1934, the most recent year for which similar

data compiled by the Bureau of Internal Revenue are avail-

able. This value of the capital assets of firms which pro-

duced 90 to 95 per cent of the total anthracite tonnage in

1934, is approximately the same as the total of $360,619,000,

as compiled by the Bureau of Internal Revenue, covering

capital assets on the same date of practically all the active

firms producing anthracite during 1934. The figures further

indicate that the value of $407,458,116 computed as of De-

cember 31, 1936 for the property and equipment of the an-

thracite industry as a whole, including inactive companies

and lands and deposits owned by non-operating companies,

is reasonably accurate.

Ratio of Current Assets to Current Liabilities

The current assets and current liabilities of anthracite

companies producing 85 to 90 per cent of the total anthra-

cite tonnage for the years 1926-1932 inclusive, and 90 to 95

per cent for the years 1933-1935 inclusive, as reported

through the Anthracite Institute and shown in Appendix C,

are given in the following table.

Current Assets and Current Liabilities of Certain
AntHRAciTE Producing ( 'OMPANIES

Ratio
Current Current C.A.

Date Assets Liabilities to C.L

Dec. 31, 1926 $170,961,553 $59,864,330 2.86

Dec. 31, 1927 163,765,539 63,920,638 2.56

Dec. 31, 1928 .

.

156,874,687 67,409,731 2.33

Dec. 31, 1929 147,173,994 77,316,594 1.90

Dec. 31, 1930 118,248,467 74,009,206 1.60

Dec. 31, 1931 97,708,252 64,735,234 1.51

Dec. 31, 1932 78,354,828 55,676,434 1.41

Dec. 31, 1933 . 77,646,124 61,151,896 1.27

Dec. 31, 1934 81,205,122 64,953,364 1.25

Dec, 31, 1935 71,426,333 62,566,116 1.14



As shown in Appendix C, current assets consist of cash

and marketable securities, accounts and notes receivable,

coal on hand, and material and supplies. Current liabilities

consist of wages and accounts payable, and loans and notes

payable. As a general rule current assets consist of cash

and items which can be converted into cash within the pe-

riod of a year, and current liabilities consist of accounts

payable on demand and those payable within the period of a

year.

Some of the items which make up current assets are in-

tended for use in producing anthracite, and their value is

not recovered until the anthracite is sold. Such items in-

clude materials and supplies, in which companies have a

substantial investment. In addition most companies have

inventories of anthracite which normally are converted into

cash over a period of time. Therefore, the amount of as-

sets readily available is represented by cash and marketable

securities. On the other hand, certain of the current lia-

bilities, such as wages and accounts payable, should be paid

promptly when due. Therefore, an important ratio is that of

cash and marketable securities, which represent the amount
that is immediately available, to wages and accounts pay-

able, which represent the amount immediately payable.

Such ratios for the same companies as given in the preced-

ing table are as follows :

Cash and Marketable Securities and Wages and Accounts
Payable of Certain Anthracite Producing Companies

Cash and Wages and Ratio C.
Marketable Accounts & M.S. to

Date Securities Payable W. & A.P.
Dec. 31, 1926 $84,005,650 $43,713,848 1.92
Dec. 31, 1927 65,750,406 42,458,427 1.55

Dec. 31, 1928 66,504,488 37,279,580 1.78

Dec. 31, 1929 53,227,887 39,784,478 1.34

Dec. 31, 1930 27,890,809 32,064,242 .87

Dec. 31, 1931 21,672,646 23,001,460 .94

Dec. 31, 1932 13,693,697 22,731,600 .60

Dec. 31, 1933 18,549,566 26,556,454 .70

Dec. 31, 1934 19,229,398 28,197,991 .68

Dec. 31, 1935 14,104,656 26,873,456 .52
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A study of the foregoing tables shows that the anthracite

industry as a whole is not in a sound financial condition.

Ordinarily industrial firms have a ratio of current assets

to current liabilities of from 2:1 to 10:1, with probably the

largest number falling within a range of 3:1 to 6:1. This

means that they have liquid assets, and assets which will

be liquidated within a year, equal to from three to ten times

the amount they owe or which is payable within a year. In

the case of the companies given in the foregoing tabula-

tions, the composite ratio of current assets to current lia-

bilities decreased each year from 1926 to 1935 inclusive;

and as of December 31, 1935, the latest date for which com-

parable information is available, the current assets barely

exceeded the current liabilities. What is even more impor-

tant, as is shown in the preceding table, the amount of cash

and marketable securities held by these companies (which

is in reality all of the immediate cash they could secure

without borrowing) has also been decreasing, and as of

December 31, 1935 was equal to only slightly more than

half of the amount they owed in wages and accounts pay-

able. In other words, these firms as a group could not have

paid their wages and accounts payable on December 31, 1935

even though they had used all their cash and liquidated all

their marketable securities.

Ordinarily banks require a minimum ratio of current as-

sets to current liabilities of 2:1 before they will make com-

mercial loans. On the basis of this requirement it will be

noted that the anthracite industry as a whole would not

have been able to qualify for commercial loans after De-

cember 31, 1928.

Another item which is of great importance in determining

the financial condition of a firm or industry is the amount

of its working capital. This amount is determined by de-

ducting the total value of the current liabilities from the

total value of current assets. On the basis of these values

as given in Appendix C the working capital of the firms in-

cluded in the foregoing tables has been as follows:
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Working Capital of Certain Anthracite Producing

Companies

Date Working Capital

Dec. 31, 1926 $111,097,223

Dec. 31, 1927 99,844,901

Dec, 31, 1928 89,464,956

Dec. 31, 1929 69,857,400

Dec. 31, 1930 44,239,261

Dec. 31, 1931 32,973,018

Dec. 31, 1932 22,678,394

Dec, 31, 1933 16,494,228

Dec, 31, 1934 16,251,758

Dec. 31, 1935 8,860,217

This table also shows a steadily decreasing financial

strength from 1926 through 1935, the latest date for which

comparable data is available.

As previously stated, the foregoing tables are based on

data made available through the Anthracite Institute by

firms producing from 85 to 90 per cent of the total anthra-

cite tonnage for the years 1926-1932 inclusive, and 90 to 95

per cent for the years 1933-1935 inclusive. Individual com-

panies will, of course, vary from these ratios, and some ol

the companies show a better-than-average operating aver-

age and financial condition; on the other hand, there are

some whose ratios are lower than the average.

As mentioned in the report on Anthracite Lands and De-

posits, in February 1937 The Philadelphia and Reading

Coal and Iron Company filed a voluntary petition for reor-

ganization, under Section 77-B of the Federal Bankruptcy

Act. The balance sheet of The Philadelphia and Reading

Coal and Iron Company filed with the Securities and Ex-

change Commission, showed current assets of $9,146,217.84

and current liabilities of $2,807,273.65, a ratio of approxi-

mately 3.25 to 1 as of December 31, 1935. On the same date,

according to the composite balance sheet of 42 companies

as made available by the Anthracite Institute, the composite

ratio of current assets to current liabilities of these 42 firms,

including The Philadelphia and Reading Coal and Iron

Company, was 1.14 to 1.
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Items Contributing to the Costs of Producing Anthracite

Other than wages or salaries, the principal items contrib-

uting to the costs of producing anthracite over which the

operating companies have a measure of control are:

Royalties.

Anthracite Reserves.

Interest.

Depletion.

Depreciation.

Other Reserves.

The questions involved in royalty agreements have been

discussed in the report on Anthracite Royalties, and the

cost of carrying excess reserves of anthracite is treated at

some length in the report on Anthracite Lands and
Deposits.

A study of the composite balance sheet for 1934 covering

126 corporations, as compiled by the Bureau of Internal

Revenue (Appendix B), shows that capital assets were ap-

proximately 55 per cent of total assets; that the companies

had investments of $9,721,000 in tax-exempt securities and

of $154,108,000 in other investments, a total of $163,829,000,

which is approximately 25 per cent of the total assets, and

over 45 per cent as large as the capital assets; and that the

bonded debt and mortgages amounted to $210,538,000. In

other words, the companies owned investments totaling 78

per cent of their bonded indebtedness and mortgages. The

only justification for owning such investments would he be-

cause they were profitable to the companies, since otherwise

the companies would be paying out interest on a large por-

tion of their bonded indebtedness and mortgages in order

to carrv such investments. The data presented in the fol-

lowing paragraphs show that this justification does not in

fact exist at present.

The composite income accounts of anthracite producing

companies as compiled hv the Bureau of Internal Revenue,

for the years 1931-1934 inclusive, are included in Appen-

dices \ and B, and the totals are summarized in the follow-
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Composite Income Accounts of Corporations Whose Predominant Business
Is “Mining and Quarrying—Anthracite Coal”. (Money Figures in

Thousands of Dollars)

1931 1932 1933 1934

Number of returns 92 107 135 145

Receipts, taxable income

:

Gross sales 1 $323,635 $203,625 $194,700 $249,460

Gross receipts from other operations 2 3,872 48,145 56,267 8,479

Interest 2,468 2,146 2,352 1,206

Rents 5,030 4,320 4,338 1,606

Profit, sale of capital assets 542 1,247 581 520
Miscellaneous receipts 3,323 3,385 2,962 3,527

Receipts, tax-exempt income

:

Dividends from domestic corporations

.

8.171 3,330 1,676 1,792

Interest on tax-exempt obligations 3
. 437 344 249 320

Total compiled receipts 4 347,478 266,541 263,126 266,909

Deductions

:

Cost of goods sold 256,910 164,132 156,873 198,293

Cost of other operations G1 G 39,695 3,542
Compensation of officers 1,670 1,598 1,953 1,479

Rent paid on business propertv G 6 1,689 1,275

Interest paid . 12,642 11,191 11,229 10,905
Taxes paid other than income tax 3

, 14,631 13,624 13,105 12,974
Bad debts 815 867 1,282 2,082
Depreciation 12,589 11,963 11,584 9,926
Depletion 6,449 5,175 3,573 7,182
Loss, sale of capital assets 2,045 115 117 257
Miscellaneous deductions 32,734 70,901 30,957 25,041

Total, compiled deductions 340,484 279,564 272,057 272,957

Compiled net profit or deficit 6,994 13,023* 8,931* 6,048*
Net income or deficit 1,614*

;

16,697* 10,857* 8,159*
Net loss for prior year 526 96 7

Income tax 622 205 427 411
Excess-profits tax 7 7 16 8

Total tax 622 206 443 419

Compiled net profit less total tax , , 6,371 13,229* 9,374* 6,467*

Cash dividends paid

Stock dividends paid

17,591

18

9,408 2,465 4,470

140

* Indicates deficit.

1. Gross sales where inventories are an income-determining factor. For
"Cost of goods sold” see deductions.

2. Gross receipts from operations wh ere inventories are; not an income-
determining factor. For “Cost of other operations” see deductions.

3. Includes obligations of States and Territories or minor political sub-di-
visions, securities issued under the Federal Farm Loan Act, and obligations of
the United States or its possessions.

4. Includes net profit from sale of capital assets (real estate, stocks, bonds,
etc.) but not gross receipts from these items. Excludes nontaxable income
other than interest on tax-exempt obligations and dividends on stock of
domestic corporations as reported in Schedule L of the income tax return.

5. Does not include amounts tabulated in “Cost of goods sold”.

6. Included in “Miscellaneous deductions”.

7. Not applicable.
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ing table. The comments made on the methods of collect-

ing the data for the 1931-1933 and the 1934 balance sheets

also apply to the income accounts. It wiil he noted that

more firms are represented in the composite income ac-

count for a given year than in the composite balance sheet.

The difference is due to the fact that some of the firms did

not submit balance sheets, and others received were of too

fragmentary a nature to be included. Inasmuch as those

missing are from the smaller firms, it is possible to com-

pare the two compilations without any serious error in

conclusions.

The foregoing table shows that the interest received on

tax-exempt obligations during 1934 was $320,000, which is

an average rate of return of approximately 3.3 per cent on

the $9,721,000 of such securities owned by the anthracite

producing companies. It also shows that dividends totaling

$1,792,000 and interest amounting to $1,206,000 were re-

ceived from other investments valued at $154,108,000, an

average return of approximately 1.9 per cent. Therefore,

the total interest and dividends received on the total invest-

ment of $163,829,000 was $3,318,000, which is an annual rate

of slightly over 2.0 per cent. As contrasted with this low

rate of return, during the same year the companies paid

out $10,905,000 interest on bonded indebtedness and mort-

gages having a face value of $210,538,000, or an average

rate of nearly 5.2 per cent, which is over two and one-half

times the rate received on its investments.

The difference between the 5.2 per cent paid out and the

2.0 per cent received on the total investments of $163,-

829.000 amounts to approximately $5,200,000 annually.

which would have been saved by the anthracite industry as

a whole under a policy of confining its operations to the min-

ing and preparation of anthracite. Such a saving is equal

to 9.5 cents per net ton on each of the 54,631,741 net tons of

fresh mined anthracite produced during 1934.

The ownership of such a large amount of low-income-pro-

ducing securities creates a tremendous burden on the an-

thracite operating companies. It is recognized as good bnsi-
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ness practice for a firm to have a portion of its surplus

funds in readily marketable securities, even though such

securities do not pay as high a rate of interest as the firm

is required to pay out on its own funded debt. The anthra-

cite operating companies have large amounts of their assets

tied up in blocks of securities which cannot be readily mar-

keted, however, and which have no part in the production or

preparation of anthracite.

Regardless of what other steps the industry takes to

strengthen its financial position, the companies should dis-

pose of these securities at the first favorable opportunity,

and should apply the proceeds not needed currently in the

business, to liquidating the funded debt. On the basis of

liquidating the securities at cost, this procedure would save

the anthracite operating companies approximately $5,-

200,00 a year in interest on their bonded indebtedness.

The high ratio of capital assets to gross sales in the an-

thracite producing industry is illustrated by the following

tabulation covering the years 1931-1934, as compiled by the

Bureau of Internal Revenue from income tax reports and

given in Appendices A and B.

Capital Assets— Ratio of

Land Buildings, Capital

and Equipment Assets
(less depletion Gross to

and depreciation) Sales Gross Sales

1931 $422,177,447 $323,634,889 1.30

1932 401,126,073 203,624,723 1.97

1933 413,109,848 194,699,565 2.12

1934 360,619,000 249,460,000 1.45

Average $399,258,092 $242,854,794 1.64

During this period the production of anthracite was much
lower than it had been in previous years. This materially

decreased gross sales without causing a corresponding de-

crease in the value of the capital assets, and thereby re-

sulted in a higher percentage than might be normally found.

The fact that the ratio is also high during a more normal

287



period, however, is shown by the following table. The in-

lormation in this table was taken from the consolidated in-

come accounts of 26 companies which produced 85 to 90 per
cent of the total anthracite tonnage, for the years 1926-1932

inclusive; and of 12 companies which produced 90 to 95 per
cent for the years 1933, 1934 and 1935. The data from which
this information was obtained were furnished by the indi-

vidual companies to an agency designated by the Anthracite
Institute, and were made available by the Anthracite Insti-

tute. (See Appendices C and D.)

1926

Capital Assets

—

Land Buildings,

and Equipment
(less depletion

and depreciation)

. $306,018,762

Ratio of

Capital
Assets

Gross to

Sales Gross Sales

$412,480,358 .74

1927 334,715,237 365,858,568 .92

1928 331,221,206 365,364,961 .91

1929 348,588,926 353,501,165 .99

1930 385,168,425 315,990,573 1.22

1931 377,218,361 268,031,806 1.41

1932 370,691,031 198,759,931 1.87

1933 361,790,549 197,318,206 1.83

1934 348,928,121 226,681,494 1.54

1935 330,918,125 194,195,701 1.70

Average $349,525,874 $289,818,276 1.21

From the trends as indicated by the preceding* table, and

from such information as is available for 1936 and 1937, it

is estimated that it will be several years before the annual

gross sales of the anthracite producing industry are again

equal to the capital assets.

In an industry where the capital assets are a large per-

centage of or are greater than the gross sales, the charges

for depletion and depreciation become a very important ele-

ment of the cost.

Prior to the Federal Excise Tax Act of 1909 and the Fed-

eral Revenue Act of October 3, 1913, of which the income

tax section became effective March 1, 1913, the anthracite



mining companies used many different methods for comput-

ing depletion and depreciation. The method most com-

monly used was to treat all expenditures as a part of oper-

ating costs and to deduct them from the gross income in or-

der to obtain the net income.

Section II-B of the Revenue Act of 1913 provided:

“That in computing net income for the purpose of

the normal tax there shall be allowed as deductions

:

* * * a reasonable allowance for the exhaustion, wear
and tear of property arising out of its use or employ-
ment in the business, not to exceed, in the case of mines,

5 per centum of the gross value at the mine of the out-

put for the year for which the computation is

made, # * V’
The foregoing provision made it advisable for the anthra-

cite companies to establish a value as of March 1, 1913 on

their lands, buildings, equipment and similar items used or

useful in the production of anthracite, and to adopt some
plan for charging depletion and depreciation.

The proper control of the valuation of capital assets and
their depreciation and depletion are among the most im-

portant items in any business, and unless the value of the

capital assets is accurately recorded in the accounts and
proper charges are made for depletion and depreciation,

the true costs will not be known. Without an accurate

knowledge of its costs, the anthracite industry cannot be

properly managed.

In controlling the costs of production of anthracite the

proper handling of depletion and depreciation charges are

of the utmost importance, since the capital assets bear a

very high ratio to the gross annual sales. In spite of this

fact, there seems to have been very little uniformity in the

past in the rates charged for depletion and depreciation

by the various anthracite operating companies. A study of

the individual accounts indicates that depletion and depre-

ciation charges were often arbitrarily increased or de-

creased, depending upon whether profits were large or

small, to adjust the accounts and to meet tax situations.
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In some anthracite companies the depletion rates were so

hi,e,h that the value established for the anthracite deposits

was entirely amortized by charges to operating costs long

before the anthracite was exhausted, and from time to time

substantial write-ups were made in the value of the de-

posits. An example of this kind was cited in the Report of

the United States Coal Commission issued under date of

July 5, 1923. After commenting on two substantial write-

ups by the Lehigh Coal and Navigation Company, the sec-

ond of which was made in 1917 for Federal tax purposes

and which added $10,060,000 to the book value of the anthra-

cite lands, the Commission stated:

“In the meantime the depletion charged by the Com-
pany has amounted to $3,685,000, or two and a half

times the original cost of the lands. Yet the lands still

stand upon its books at $12,757,000, or nine times their

original cost.” (Page 78)

The variation in methods of charging depletion and de-

preciation during 1936 is indicated by the methods reported

by the following four companies in financial reports filed

with the Securities and Exchange Commission.

The Philadelphia and Reading Coal and Iron Com pang.

During 1936 depletion on anthracite deposits was charged

at the rate of 5 cents per ton on anthracite mined by the

company and by the tenants from fee lands. Depreciation

was provided for on the basis of 3 per cent of the book

value of the partly depreciated property, as adjusted to

January 1, 1929, plus additions at cost to December 31, 1935,

with the exception of automobiles, for which the basis was

25 per cent per annum on monthly balances.

The Lehigh Valley Coal Company. Depletion on anthra-

cite mined during 1936 from fee lands was charged at var-

ious rates ranging from 11.3 cents to 26.9 cents per gross

ton, according to the region. Depletion on anthracite mined

from leased lands was charged at various rates ranging

from 4.9 cents to 13.4 cents per gross ton, according to the

region. Depreciation on colliery structures and equipment
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was charged at various rates ranging from .59 cents to 17.78

cents per gross ton on each ton mined
;
and depreciation on

underground development at various rates ranging from

2.04 cents to 3.58 cents per gross ton on each ton mined, ex-

cept coal extracted from strippings. The depletion and de-

preciation rates of the company were reduced during 1936

to conform with rates as determined by the Bureau of In-

ternal Revenue for tax purposes. In the revision depletion

rates were reduced 3.1 cents per gross ton on all tonnage

mined by the company, so as to allow for depreciation of

underground development previously considered in the de-

pletion rates. Depreciation rates for colliery structures

and equipment under the revised rate were based upon the

estimated unmined anthracite which is extractable during a

period of 25 years from January 1, 1930. The new depre-

ciation rates for underground development were determined

by the Government, by dividing the estimated recoverable

tonnage as of January 1, 1930 into the remaining appraisal

value of underground developments as of the same date.

The Hudson Coal Cotnpany. The charge for the deple-

tion of the anthracite removed during 1936 was determined

by multiplying the current year’s tonnage of anthracite pro-

duced by the average cost per ton of the estimated tonnage

unmined at the beginning of the year. This average cost

per ton at the beginning of the year was arrived at by di-

viding the net basic valuation of unmined anthracite and

culm banks, as shown by the company’s books, by the esti-

mated anthracite content of both developed and undevel-

oped lands and culm banks. The depreciation rate for 1936

was obtained by dividing the net basic valuation of the plant

and equipment, as shown by the books at the beginning of

the year, by the estimated anthracite content of developed

lands, only, which gave the average cost of the plant and

equipment per ton of the estimated unmined coal at the be-

ginning of the year. The total depreciation for the year

was obtained by multiplying the year’s tonnage by the aver-

age cost per ton as thus computed.

Lelilgh Navigation Coal Company. During 1936 deple-
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tion of anthracite lands owned in fee was charged at the

rate of 4.46 cents per ton for anthracite mined from the Al-

liance property, and at the rate of 6.18 cents per ton for

anthracite mined from the Panther Creek property. De-

preciation on mine buildings and structures and outside and
inside equipment was charged at the rate of 15 cents per

net ton of production.

From the methods used by the foregoing companies it

will be noted that depletion is ordinarily charged as a fixed

sum per ton mined, based either on an arbitrary amount or

on the average value per net ton of the recoverable anthra-

cite, as computed from the books of the company at the be-

ginning of the year. The actual amounts charged vary over

a wide range, and a comparison between companies would

be meaningless unless accompanied by a description of the

deposits and the value of the lands. The average depletion

charge during 1935 on fresh mined anthracite, based on the

amounts charged by 42 companies as reported through the

Anthracite Institute, was 8.4 cents per net ton when dis-

tributed over all anthracite produced by these companies.

(Appendix E) Since only 59.2 per cent of the total pro-

duction was produced from lands and deposits owned in fee

(the balance was produced on a royalty basis), tbe actual

depletion charge was 14.2 cents per net ton. This amount
is 2% times the average value of 5.17 cents per net ton of

recoverable anthracite computed from the owners’ esti-

mates of tonnage and value; and over 5 times the average

value of 2.74 cents per net ton computed from the estimates

of Federal experts as to tonnage, and the book values as

given by the owners. (Details of methods of computing

these values are given in the report on Anthracite Lands

and Deposits.)

It is estimated that it would require deposits containing

1,305,274,200 net tons of recoverable anthracite to supply

the producing companies for 25 years, at the average an-

nual rate of production of fresh mined anthracite produced

during 1934-1936 inclusive. The total value of all recover-

able anthracite as of January 1, 1937 was estimated to be



$250,078,420, and of that in excess of the 1,305,274,200 net

tons needed for the next 25 years, $71,932,155. (See the

report on Anthracite Lands and Deposits.) Deducting from

this $250,078,420 the $71,932,155 value of the excess re-

serves leaves a value of $178,146,265 for the 1,305,274,200

net tons of anthracite required during the next 25 years,

in case the average production of 1934-1936 is maintained.

This is an average value of approximately 13.65 cents per

net ton.

A comparison of this average value of 13.65 cents per net

ton with the 14.2 cents per net ton actually charged as de-

pletion during 1935, indicates that the companies as a whole

are now charging depletion to their costs on the basis of

carrying a 25-year supply of anthracite, which is a reason-

able basis. A study of the depletion accounts of the various

companies, as furnished to the Anthracite Coal Industry

Commission and the Securities and Exchange Commission,

Shows a great lack of uniformity in the handling of this im-

portant item of cost, and indicates the need for the adop-

tion of a more uniform method for computing depletion.

The charges for depreciation on plants and equipment, as

shown by the methods used by the four companies previ-

ously referred to, are based on either of two general prin-

ciples. One method is to apply a percentage or a flat rate

per ton of anthracite produced which it is estimated will

retire the property arid equipment over its useful life. The
other method is to apply a percentage or a flat rate per ton

of anthracite produced which it is estimated will retire the

property and equipment over the life of the anthracite de-

posit being developed by the plants and equipment. There

are arguments in favor of each plan, hut it is not consid-

ered the function oi' this study to pass judgment on their

relative merits. Taking the industry as a whole, however,

the study does show that the amounts charged for depreci-

ation are in excess of the amounts required to retire the

properties either over the period of their useful life or the

life of the deposits of recoverable anthracite, and should be

materially reduced.



A comparison of tlie depletion and depreciation charges

as reported through the Anthracite Institute (Appendix E)

and adjusted for the tonnage of the companies not report-

ing, and the amounts as reported in the income tax returns

and summarized in Appendices A and B, are given in the

following table together with the total production of all an-

thracite as reported by the U. S. Bureau of Mines. These

production figures include anthracite used at the collieries,

sold to the local trade, etc., as well as shipments.

Charges for Depletion and Depreciation as Reported to Anthracite
Institute and Adjusted to Include the Entire Industry, and to Bureau
of Internal Revenue in Income Tax Returns (Money Figures in Thou-

sands of Dollars
;
Tonnage Figures

Depletion, as reported to

:

Anthracite Institute

Bureau of Internal Revenue

Depreciation, as reported to

:

Anthracite Institute

Bureau of Internal Revenue

n Thousands of Net Tons)

1931 1932 1933 1934

$4,769 $3,760 $3,850 $4,431

6,449 5,175 3,573 7,182

$9,143 $8,627 $8,391 $8,856

12,589 11,963 11,584 9,926

Total Depletion and Depreciation, as reported to :

Anthracite Institute $13,912 $12,387 $12,241 $13,287

Bureau of Internal Revenue . 19,038 17,138 15,157 17,108

Total Production of Anthracite (Tonnage) as

reported by:

U. S. Bureau of Mines 59,646 49,855 49,541 57,168

Tlie foregoing table shows a wide variation between the

charges for depletion and the charges for depreciation as

reported on the complete financial statements prepared
from data furnished to tlie Anthracite Institute and ad-

justed to include the entire industry, and those reported to

the Bureau of Internal Revenue in income tax returns.

Some of this variation probably is due to shifting from one

account to the other, as the variations between the reports

of the total charges for depletion and depreciation are more
uniform than the variations between tlie reports of the in-

dividual items. However, the table does show that the an-

thracite companies reported to the Bureau of Internal Rev-

enue a combined amount for depletion and depreciation

from 24 to 38 per cent greater than they charged the same
items on their books. Possibly this may have been done to

reduce Federal taxes, or possibly it was done for other rea-
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sons, but regardless of the reason it further emphasizes the

need for the use of a more uniform system of accounting by

the anthracite producing companies.

A proper depletion charge should be based on the actual

cost of the anthracite, and profit should be based on opera-

tions and not on adjustments in the value of the recoverable

anthracite. For every ton of anthracite mined there should

be charged as depletion an amount equal to the operating

company’s actual cost per ton for the anthracite in the

ground.

A proper depreciation rate should be developed by taking

each major item which makes up the property and equip-

ment account, determining its probable useful life, and

adopting a depreciation rate which will retire the item over

its useful life. Items with a similar life can be grouped in

one account. The total depreciation charge for a given

period should be computed from such individual groups of

items, and not, as is often done, by applying either some
fixed rate based on the wishes of the management, or the

same rate as that used by some other concern in the

industry.

Unless a proper depreciation rate is adopted it will be a

coincidence if the stated costs are correct. If the deprecia-

tion is understated it is entirely possible that dividends may
be paid in part out of surplus or capital, instead of current

earnings, and endanger the financial condition of the com-

pany; while if depreciation is overstated the consumers of

anthracite are penalized in higher costs. A proper item con-

trol system of depreciation will eliminate both dangers.

Another major item contributing to the cost of produc-

ing anthracite is the policy of the various companies in the

handling of reserve accounts. Good accounting practice re-

quires that an operating company set up reserves for items

of expense which cannot be estimated within a reasonable

degree of accuracy for a given year, but which can be fairly

well estimated over a period of years. During a given per-

iod of years the amounts added to the reserve for an item

should equal the amounts deducted as actual losses or ex-
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penses for that item, and within a given year the total

amounts added to all the various reserve accounts should

be approximately equal to the actual losses and expenses of

the group of items covered by the reserves. Therefore, it

is not entirely proper to compare the amounts added to a

single item for a given year with the amounts deducted as

losses or expenses from the single item; rather, it is ne-

cessary to consider all of the items for the year.

A study of the accounts of the larger anthracite produc-

ing companies indicates that it is the tendency of the com-

panies to set up reserves in excess of their actual needs. An
example of this tendency is shown by an analysis of the re-

serve accounts of The Philadelphia and Reading Coal and
Iron Company. This analysis covers all of the reserve ac-

counts of the company except depletion, depreciation and
workmen’s compensation. The first two have been covered

in detail for the industry as a whole in the preceding para-

graphs, and the workmen’s compensation reserve is so regu-

lated that the company has little choice in the amounts add-

ed to and deducted from the reserve. Even so, this latter

reserve increased from a net amount of $1,504,651.40 on

January 1, 1936 to $1,544,073.84 on December 31, 1936, an

increase of $39,422.44 during the one year.

An analysis of the other reserve accounts of The Phila-

delphia and Reading Coal and Iron Company for the calen-

dar year 1936 shows that on January 1, 1936 the company
had a reserve for doubtful notes and accounts receivable of

$485,064.29. During the year an addit ional amount of $303,-

502.18 was charged to profit and loss and added to the ac-

count, and $5,280.83 of accounts previously written off were

collected and added, making a total addition of $308,783.01.

As against this amount a total of $65,425.31 of items were

written off, making a net increase of $243,357.70 in the re-

serve, which brought it up to $728,421.99 as of December 31,

1936. The reserve accounts further show that the reserve

for loss on obsolete materials and supplies and storage bat-

tiny replacements was increased $57,349.25, of which $22,-

000.49 was charged to profit and loss and $35,348.76 to other
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accounts. As against this increase of $57,349.25, an expense

item for replacements of storage batteries totaling $20,-

163.26 was charged, leaving a net increase in the account of

$37,185.99, which increased the reserve from $136,872.57 on

January 1, 1936 to $174,058.56 on December 31, 1936. A
total of $60,475.00 was added to the reserve for insurance

and contingencies during 1936, of which $60,000 was
charged to profit and loss and $475.00 to miscellaneous ac-

counts. Only $549.46 was charged to this reserve during

1936, making a net gain in the reserve of $59,925.54, which

increased it from $483,967.42 on January 1, 1936 to $543,-

892.96 on December 31, 1936.

A summary of the three reserve accounts of The Phila-

delphia and Reading Coal and Iron Company shows that

during 1936 a total of $426,607.26 was added to the reserves

of which $385,502.67 was charged to profit and loss and $41,-

104.59 was charged to other accounts. As against this $426,-

607.26 charged, a total of only $86,138.03 was actually de-

ducted from the three reserve accounts to meet items actu-

ally written off and expenditures actually made or incurred

which were chargeable to the reserve accounts, leaving a net

increase in these reserve accounts of $340,469.23. In other

words, for every dollar that The Philadelphia and Reading

Coal and Iron Company actually wrote off in bad accounts,

spent for storage batteries, etc., during 1936, it charged

$4.95 on its books to expenses for the year. This $340,469.23,

the excess of the amount actually expended over the amount

actually charged, represents more than one-third of a mil-

lion dollars which was charged to profit and loss and other

accounts during 1936 in excess of the actual amounts

charged off or expended. It amounts to 4.72 cents per net

ton on each of the 7,211,164 net tons of anthracite pro-

duced by the company during 1936.

As previously stated, it is not expected that each of the

reserve accounts will come out even each year. However,

the additions to and deductions from the total reserve ac-

counts of a company should be approximately the same for

a normal year. When, as is shown in the preceding para-
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graph, the total of several reserve accounts of a company
shows additions nearly five times as great as the deductions,

it strongly indicates that too large an amount is being added
to the costs and set up as a reserve.

Earnings and Dividends of Anthracite Producing

Companies

The net income of anthracite companies producing 85 to

90 per cent of the total anthracite tonnage for the years

1926-1932 inclusive, and 90 to 95 per cent for 1933, 1934 and

1935, as made available by the Anthracite Institute and re-

produced in Appendix D, has been as follows

:

Net Income of Certain Anthracite Producing Companies

Year Net Income

1926 $33,829,679
1927 13,782,684

1928 15,079,869

1929 15,211,759
1930 13,414,458

1931 8,608,972

1932 10,507,779 (deficit)

1933 8,572,586 (deficit)

1934 1,664,142 (deficit.)

1935 10,235,977 (deficit.)

Total, 1926-1935 $68,946,937

Tbe net income shown above, averaging $6,894,694 a year,

is the amount available for dividends and surplus since the

interest on funded debt, taxes, etc. have been deducted. Dur-

ing this same ten-year period the value of the capital stock

outstanding, according to the books of the same companies

whose net income is shown in the preceding table, fluctuated

between $131,081,384 and $191,725,256, as shown in Appen-

dix C and in the following table.



Capital Stock Outstanding of Certain Anthracite
Producing Companies

Capital Stock
Year Outstanding

1926 $146,363,256

1927 140,870,396

1928 139,812,697

1929 131,081,384

1930 188,776,656

1931 191,540,871

1932 191,334,341

1933 191,725,256

1934 190,983,452

1935 188,743,256

Average, 1926-1935 $170,123,157

From the foregoing averages it is apparent that the aver-

age annual net income for the ten-year period, on the out-

standing capital stock of the anthracite firms which pro-

duced from 85 to 95 per cent of the total anthracite tonnage,

was 4.05 per cent according to their own books and without

any adjustment for excess amounts charged to reserves,

methods of charging depletion and depreciation, etc. This

ten-year average includes both depression and pre-depres-

sion years, and compares very favorably with the returns

of industry as a whole during the same period.

Net income, dividends paid, etc. for 1931-1934 inclusive,

as reported in corporation income tax returns by firms

whose predominant business is classified as “Mining and
Quarrying—Anthracite Coal’’ are given in detail in Ap-

pendices A and B. This information is divided so as to

show the various items according to whether or not the in-

come tax returns showed a net income. Data on compiled

net profit or deficit less total taxes paid, cash dividends paid,

and stock dividends paid are given in the following table:
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Selected Items from Income Tax Returns of Corporations Whose Pre-
dominant Business Is Classified as “Mining and Quarrying—Anthracite

Coal”. (Money Figures in Thousands of Dollars)

Type of Return 1931 1932 1933 1934

Returns showing net income

Number of returns 33 32 42 41

Compiled net profit less tax $ 6,187 $ 1,699 $ 2,819 $ 4,398
Cash dividends paid

Stock dividends paid
9,441

18

422 527 3,929

Returns showing no net income

Number of returns 59 75 93 104

Compiled net profit less tax .
. $ 184 $14,928* $12,193* $10,866*

Cash dividends paid

Stock dividends paid
8,150 8,986 1,938 542

140

Total returns

Number of returns 92 107 135 145

Compiled net profit less tax $ 6,371 $13,229* $ 9,374* $ 6,467*

Cash dividends paid 17,591 9,408 2,465 4,470

Stock dividends paid 18 140

* Indicates deficit.

Aii analysis of the information in the foregoing table

shows many interesting tilings, among which are the fol-

lowing :

1. Cash dividends totaling $33,934,000 were paid out

over the four-year period, when compiled net profits

less taxes showed a deficit of $22,699,000. (The defi-

cit during this same four-year period as shown by

the books of account was $12,135,535, as given in a

previous table.)

2. A total of $19,616,000, or 57.8 per cent of these cash

dividends, was paid out by firms whose returns

showed no net income during the entire four-year

period.

3. During 1934 the firms who had no net income, but in-

stead a combined deficit of $10,866,000, distributed

stock dividends of $140,000 in addition to paying cash

dividends of $542,000.

That the anthracite producing companies fared equally as

well as industry as a whole during the four-year period

1931-1934, the latest four years for which comparable data
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is available, is indicated by the following table. The in-

formation for 1931-1933 on ail corporations is computed
from data given in “Statistics of Income” for the respec-

tive years which is published by the U. S. Treasury De-

partment, and the information for 1931 is computed from a

statement (Press Release 10-38) released by the U. S.

Treasury Department on May 31, 1937.

Active Corporation Income Tax Returns; Number and Percentage Show-
ing Net Income. (Returns of Inactive Corporations Are Not Included)

1931 1932 1933 1934

Total number of returns filed

By all active corporations
By all active anthracite producing cor-

459,704 451,884 446,842 469,804

porations 92 107 135 145

Returns filed showing net income

By all active corporations

By all active anthracite producing cor-

175,898 82,646 109.786 145,101

porations

Percentage of total number of returns

33 32 42 41

filed showing net income

By all active corporations

By all active anthracite producing cor-

38.26 18.29 24.57 30.89

porations 35.87 29.91 31.11 28.28

The foregoing table shows that in 1931 and 1931 the per-

centage of all active corporations having a net income was
slightly greater than the percentage of anthracite produc-
ing corporations having a net income, whereas in 1932 and
1933 the percentage of anthracite producing companies
having a net income was materially greater than the per-

centage for all corporations. The percentages show clearly

that financially the anthracite producing industry held up as

well as the average of all corporations during this trying

period, and that the decrease in corporations showing a net

profit was general and not confined to the anthracite pro-

ducing industry.

The earnings and dividends paid per share of capital

stock by the various anthracite producing companies are

of very little value in determining the financial condition

of an individual company unless accompanied by a detailed

analysis of the amount received by the company for its

stock, a knowledge of the company's policies with reference
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to depletion, depreciation and reserves, and similar inform-

ation. It is not the purpose of this report to discuss in de-

tail the financial condition of the individual anthracite com-

panies. However, such data as are readily available on

earnings and dividends in the financial manuals are given

on the following pages. In considering these earnings, due

consideration should be given to the factors mentioned

above, and to the ownership and control of the anthracite

producing companies.

The Philadelphia and Reading Coal and. Iron Company.

The capital stock of The Philadelphia and Reading Coal

and Iron Company is all owned by the Philadelphia and

Reading Coal and Iron Corporation, which also owns all the

stock of the Reading Iron Company. No dividends have

been paid on the no par value common stock of the Phila-

delphia and Reading Coal and Iron Corporation since the

corporation was formed on December 19, 1923. Earnings in

recent years have been reported as follows per share of no

par value common stock of the Philadelphia and Reading

Coal and Iron Corporation.

Year Earnings

1930 $ .73

1931

97
1932 3.48 deficit

1933 3.45 deficit

1934 .70 deficit

1935 4.36 deficit

1936 3.79 deficit

Glen Alden Coal Company. Earnings and dividends on

the no par value common stock of the Glen Alden Coal Com-

pany for the past several years have been as follows:

Year Earnings Dividends Paid

1930 $6.64 $8.00

1931 4.01 4.00

1932 1.02

1933 1-72

1934 1.93 .50

1935 1-00 2.00

1936 1.59 1.50
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The Lehigh Valley Coal Company. The 189,300 shares of

the $50. par value capital stock of The Lehigh Valley Coal

Company are represented by 1,212,160 Certificates of Inter-

est. Earnings per Certificate of Interest in the common
stock of The Lehigh Valley Coal Company in recent years

have been as follows :

Year Earnings

1930 .
. $ .53

1931 47

1932 .89 deficit

1933 15

1934 .38

1935 .18

1936 .49

No dividends have been paid since August 1, 1928.

The Hudson Coal Company. All of the $50. par value

common stock of The Hudson Coal Company is owned by

The Delaware and Hudson Company. No dividends have

been paid since 1926. Total earnings of Tbe Hudson Coal

Company for recent years have been as follows

:

Year Total Earnings

1930 $1,166,929

1931 729,777 deficit

1932 2,136,824 deficit

2,331,329 deficit1933
1934 503,447 deficit

1935 666,221 deficit

1936 335,040

Lehigh Navigation Coal Company. The Lehigh Naviga-

tion Coal Company is a wholly-owned subsidiary of The Le-

high Coal and Navigation Company, whose earnings and

dividends for recent years have been as follows per share

of no par value common stock.
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Dividends
Year r Earnings ' Paid

Parent Co. Consolidated L. C. & N. Co.

1930 ( Adjusted) $1.31 $1.13 $1.38
1931 1 22 1.07 1.20

1932 1.00 .48 .90

1933 1.01 .43 .40

1934 • .92 .82 .50

1930 .95 .11 .40

1936 .78 .34 .60

The Pittston Company. Earnings and dividends of The
Pittston Company since its incorporation on January 13,

1930 have been a:3 follows per share of no par value common
stock

:

Year Earnings Dividends Paid

1930 $1.90 $ .75

1931 .27 .75

1932 . 1.43 deficit

1933 . . .98 deficit

1934 .81 deficit

1935 2.07 deficit —
1936 1.22 deficit

( 'ox e Brothers cO Company . Inc. Earnings and dividends

paid oil the $50. par value common stock of ( 'oxe Brothers &

Company, Inc. have been approximately as follows:

Year Earnings 1 )ividends Paid
1932 $6.69 deficit $15.46

1933 ...... 8.50 deficit 17.18

1934 3.21 deficit 8.59

1935 5.84 deficit

1936 1.54 deficit

Scranton Coal Company. The Scranton Coal Company is

wholly owned by the New York, Ontario and Western Rail-

way Company and separate earnings statements are not

available. Tlie earnings per share of $100. par value com-

mon stock of the railway company in recent years have been

as follows

:
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Year Earnings
1930 $ .45 deficit

1931 1.15

1932 . 1.34

1933 .64

1934 .14 deficit

1935 .01

1936 .57 deficit

No dividends have been paid on the common stock since

January 1927.

Summary and Conclusions

The mining and preparation of anthracite require a sub-

stantial investment. As of December 31, 1936 the book value

of the anthracite deposits and culm banks, less depletion, of

the ten principal anthracite producing companies which are

affiliated with anthracite carrying railroads was $193,912,-

423; and their other property and equipment, less deprecia-

tion, was valued at $107,500,709. On the same date anthra-

cite producing companies not affiliated with railroad inter-

ests owned anthracite deposits and culm banks valued at

$16,833,409; estates, individuals and non-producing com-

panies had holdings of anthracite deposits and culm banks

valued at $39,332,588; and producing companies not affili-

ated with railroad interests, and non-producing companies

had other property and equipment valued at $49,878,987.

From the values given in the preceding paragraph it is

computed that the total value of anthracite deposits and

culm banks, less depletion, was $250,078,420 and the value

of the other property and equipment, less depreciation, was

$157,379,696, making a total of $407,458,116 as the value of

the anthracite deposits and culm banks, and other property

and equipment which was used or useful in the production

of anthracite in Pennsylvania, as of December 31, 1936. In

compiling and preparing these figures an effort has been

made to eliminate all property or equipment which was not

used or useful in the production and preparation of

anthracite.

A study of the composite balance sheets of anthracite
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companies producing from 85 to 90 per cent of the total an-

thracite tonnage during the years 1926-1932 inclusive, and
from 90 to 95 per cent of the tonnage during 1933, 1934 and
1935, shows a constantly decreasing ratio of current assets

to current liabilities, declining from a ratio of 2.86 to 1 as of

December 31, 1926, to 1.14 to 1 as of December 31, 1935.

Ordinarily banks require a ratio of at least 2 to 1 before

they consider a firm a good risk for a commercial loan. On
this basis the anthracite industry as a whole could not have

been classified as a good risk for commercial loans at any
time during the past eight years.

An even more striking picture of the financial condition of

this group of anthracite producing companies is shown by

the ratio of their cash and marketable securities to wages
and accounts payable. Cash and marketable securities items

represent the total funds that can be quickly raised to pay

accounts payable, since the other items comprising assets

are in the form of material, supplies, and inventories which

can be advantageously liquidated only over a period of

time. The ratio of cash and marketable securities to wages

and accounts payable decreased from 1.92 to 1 on December

31, 1926 to 0.52 to 1 on December 31, 1935. In other words,

if on December 31, 1935, the latest date for which informa-

tion is available, this large group of anthracite producing

companies had sold all of their marketable securities and

had added the proceeds to the amount of cash on hand, they

would have been able to pay only 52 cents on each dollar

owed for wages and other accounts payable. This further

indicates that as a group the firms producing from 90 to 95

per cent of the anthracite tonnage were not in a sound fi-

nancial condition in 1935.

Another item which is important in determining the fi-

nancial condition of a corporation is the amount of its work-

ing capital. This amount is determined by deducting the

total value of current liabilities from the total amount of

current assets. A composite financial statement of the an-

thracite firms referred to above, which produced from 85 to

95 per cent of the total anthracite tonnage for the years
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1926-1935 inclusive, shows a decrease in combined working-

capital from $111,097,223 on December 31, 1926 to $8,860,-

217 on December 31, 1935, each year of the period showing

a decrease over the preceding year.

The ratios of individual anthracite producing companies,

of course, vary from the ratios given above, and some of the

companies show a better-than-average operating and finan-

cial condition. On the other hand, there are some whose

ratios are lower than average. Taken as a whole the ratios

emphasize the need for a complete reorganization of the an-

thracite industry as it is now constituted.

An analysis of the items contributing to the cost of pro-

ducing anthracite shows a great variation in the practices

of the various companies. The analysis was based on com-

posite balance sheets and income accounts for the years

1931-1934 inclusive, compiled by the Bureau of Internal

Revenue and covering all active corporations whose pre-

dominant business was “Mining and Quarrying—Anthra-

cite Coal’’.

The composite balance sheet showed that on December

31, 1934 the anthracite producing companies had a bonded

indebtedness and mortgages amounting to $210,538,000. On
the same date they had securities and other investments to-

taling $163,829,000, which was approximately 25 per cent of

their total assets and over 45 per cent of the amount
they had invested in capital assets. The only pos-

sible justification for owning such investments would be

because they were profitable to the companies since other-

wise the money placed in the investments could have been

used in reducing bonded indebtedness and mortgages, there-

by eliminating the payment of interest on them. During the

calendar year 1934 these companies received interest and

dividends of $3,318,000, on their investments totaling $163,-

829,000, which was an annual rate of slightly over 2 per

cent. As contrasted with this low rate of return, during the

same year the companies paid out $10,905,000 as interest on

bonded indebtedness and mortgages having a face value of
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$210,538,000, or an average rate of nearly 5.2 per cent. This

is over 2$2 times the rate received on their investments.

The difference between the 5.2 per cent paid out and the 2

per cent received on $163,829,000, the amount of the total

investments, is approximately $5,200,000 annually. This

amount would have been saved by the anthracite industry as

a whole under a policy of confining its operations to the

mining and preparation of anthracite. Regardless of what
other steps the industry takes to strengthen its financial po-

sition, the companies should dispose of these investments at

the first favorable opportunity and apply the proceeds not

needed currently in the business to liquidating the funded

debt.

During the ten years ending December 31, 1935 the aver-

age value of the capital assets of the anthracite industry

lias exceeded the annual gross sales by 21 per cent. In any
industry where the capital assets are approximately equal

to or greater than the annual gross sales, the charges for

depletion and depreciation become a very important item of

cost. In spite of this fact there seems to have been very

little effort made in the past by the various anthracite com-

panies to establish rates for depletion and depreciation

which would accurately reflect the amounts properly

chargeable. A study of the individual accounts indicates

that depletion and depreciation charges were often arbi-

trarily increased or decreased, depending upon whether

profits were large or small, to adjust the accounts and to

meet tax situations. In some cases the depletion rates have

been so high that the original cost of the anthracite de-

posits was completely amortized and charged to operating

costs long before the anthracite was exhausted, and sub-

stantial write-ups were made in the value of the remaining

deposits. The average depletion charge during 1935 on

fresh mined anthracite, based on amounts charged by 42

companies as reported through the Anthracite Institute,

was 14.2 cents per net ton when adjusted so as to include

only the amount produced from lands and deposits owned

in fee. This amount is 2% times the average value of 5.17
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cents per net ton of recoverable anthracite, based on the

owners’ estimates of recoverable tonnage and value; and 5

times the average value of 2.74 cents per net ton, based on

estimates of Federal experts as to tonnage and book values

as given by the owners.

A comparison of the total amount charged for depletion

and depreciation as reported in the income tax statements,

as shown in the composite income accounts prepared from

corporation income tax returns by the Bureau of Internal

Revenue, with the charges for the same items as shown on

the books of the companies producing 85 to 95 per cent of

the total anthracite tonnage, and adjusted so as to include

the total industry, show that from 24 to 38 per cent more
was charged on the income tax returns than for the same
items on the books of the companies. Possibly this may have

been done to reduce Federal taxes, and possibly it was done

for other reasons, but regardless of the reason, it further

emphasizes the need for the use of a more nearly uniform

system of accounting by anthracite companies.

The methods and percentages used in computing depre-

ciation vary considerably. Taking the industry as a whole,

the amounts charged for depreciation are in excess of the

amounts required to retire the properties, either over the

period of their useful life or the life of the deposits of re-

coverable anthracite.

An analysis of the reserve accounts of the anthracite pro-

ducing companies indicates a tendency to set up reserves in

excess of actual needs. In analyzing the accounts of one

very large company it was found that for each dollar actu-

ally written off in bad accounts, spent for storage batteries,

and similar reserve items during the calendar year 1936, the

company actually charged $4.95 to its books to expenses for

the year. This excess of the amount charged over the

amount actually expended increased the cost of production

4.72 cents per net ton for each ton of anthracite produced

by the company during the year.

During the ten-year period ending December 31, 1935 the

net income available for dividends and surplus, of anthra-
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cite companies producing 85 to 95 per cent of the total an-

thracite tonnage during the period, averaged $6,894,694 per

annum. During this same period the capital stock outstand-

ing averaged $170,123,157, so that the net return available

for dividends and surplus was 4.05 per cent. This rate of re-

turn is computed according to the accounts of the com-

panies, and without any adjustment for excess amounts
charged to reserves, depletion and depreciation, etc. Had
such adjustments been made the average rate of return

would have been greater. The period covered contains both

depression and pre-clepression years, and the earnings com-

pare very favorably with the earnings of industry as a whole

during the same period.

An analysis of the composite income account of all active

anthracite companies, as compiled by the Bureau of In-

ternal Revenue from income tax returns for the four-year

period 1931-1934, shows that during the four years the com-

panies paid out cash dividends totaling $33,934,000, in spite

of the fact that during the same four years their compiled

net profits, less Federal and other taxes, showed an actual

deficit of $22,699,000. Of this total of cash dividends 57.8

per cent, or $19,616,000, was paid out by firms whose in-

come tax returns showed no net income during the entire

four-year period. During 1934 the firms which had no net

income, but instead a combined deficit of $10,866,000, paid

out cash dividends of $542,000 and in addition distributed

stock dividends totaling $140,000.

A comparison of the anthracite producing companies with

industry as a whole, during the four-year period 1931-1934,

shows that the percentage of anthracite producing corpora-

tions having a net income was greater than the percentage

of all corporations having a net income. This indicates that

the average anthracite producing company fared better than

the average corporation during the period.

The earnings and dividends of individual anthracite com-

panies show great variations. In some cases the stock is

so held by other corporations as to make it almost impos-

sible to obtain the actual earnings and dividends paid by
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the operating company. Often the stock was issued in ex-

change for other stock, or for assets whose real value can-

not be readily obtained, and a direct comparison of the earn-

ings or dividends per share of stock of the various com-

panies means little. An analysis of the accounts strongly

indicates that in some cases efforts have been made to di-

vert dividends from one company to another, through roy-

alty agreements and other contracts in cases where both of

the contracting parties were controlled by the same
interests.

A study and analysis of the financial operations of the

anthracite producing companies show the definite need for

a thorough overhauling of the accounting methods now used

by the companies, to the end that the reports will reflect

more nearly the proper amounts for depletion, deprecia-

tion, and other items of cost; and the elimination of invest-

ments and other items which are not used or useful in the

mining and preparation of anthracite and which are now a

serious financial burden to the operating companies.
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APPENDIX A

STATISTICAL SECTION—INCOME TAX UNIT

Corporation Income Tax Returns for 1931, 1932 and 1933, Filed by Concerns Whose Predominant Business Is Classified as “Mi.vino and Qi arkyim,

—

An-

thracite Coal”, Showing for All Concerns, Compiled Receipts and Statutory Deductions; Net Profit after Deductin'. Tax. and Dividends Paid: Also

for Concerns Submitting Balance Sheets the Principal Items of Assets and Liabilities as of the End of the Year, or at the Close of I-'iscu. Yfai

Nearest Thereto

f - 1931 -

Returns

' \ r

Returns

- 1932-

Returns Returns

1933

Returns Returns
Showing Showing Showing Showing Showing Showing

Net No Net Net No Net Net No Net
Aggregate Income Income Aggregate Income Income Aggregate I ncome Income

Number of returns „ . .

.

92 33 59 107 32 75 135 42 93

Receipts, taxable income

:

Gross sales 2 $323,634,889 $179,288,633 $144,346,256 $203,624,723 $ 67,541,612 $136,083,111 $194,699,565 $ 62,302,773 $132,396,792

Gross receipts from other operations 3 3,872,009 542,689 3,329,320 48,145,078 6,880,013 41,265,065 56,267,246 12,242,480 44,024,76u
Interest 2,467,565 1,339,165 1,128,400 2,145,807 723,080 1,422,727 2,352.283 889,541 1,462,742

Rents 5,030,465 1,153,624 38,76,841 4,320,270 515,818 3,804,452 4,337,564 514,715 3,822,849

Profit, sale of capital assets 541,907 302,114 239,793 1,246,540 150,366 1,096,174 581,200 74,288 506,912

Miscellaneous receipts 3,323,195 1,803,413 1,519,782 3,384,746 850,793 2,533,953 2,962,147 1,559,048 1 ,403,099

Receipts, tax-exempt income

:

Dividends from domestic corporations 8,171,131 685,512 7,485,619 3,329,585 80,264 3,249,321 1.676,246 78,628 1,597,618

Interest on tax-exempt obligations 4 436,868 380,899 55,969 344,301 264,471 79,830 249,406 176,436 72,970

Total compiled receipts 5 347,478,029 185,496,049 161,981,980 266,541,050 77,006,417 189,534,633 263,125,657 77,837,909 185,287,748

Statutory deductions

:

Cost of goods sold 256,910,056 145,199,799 111,710,257 164,132,234 49,421.487 114,710,747 156,872,594 43.086,883 113,785,711

Cost of other operations 10 10 10 10 10 10 39,694,781 8,869,925 30,824,856

Compensation of officers 1,669,674 732,303 937,371 1,597,643 265,110 1,332,533 1,953,319 603,642 1,349,677

Rent paid on business property 10 10 10 10 10 10 1,689,184 632,335 1,056,849

Interest paid 12,641,546 5,204,467 7,437,079 11,190,817 2,447,015 8,743,802 11,229,423 2,159,250 9,070,173

Taxes paid other than income tax 6 14,631,480 8,649,201 5,982,279 13,623,727 5,206,452 8,417,275 13,105,544 5.172,824 7,932,720

Bad debts 815,461 131,469 683,992 866,807 337,803 529,004 1,282,150 316,373 965,777

Depreciation 12,588,682 4,381,081 8,207,601 11,962,533 3,042,234 8,920,299 11,583,548 2,825,020 8.758,528

Depletion 6,448,857 3,573,115 2,875,742 5,175,305 2,050,228 3,125,077 3,572,760 473,740 3,099.020

Loss, sale of capital assets 2,044,959 191,581 1,853,378 114,531 17,399 97,132 117,126 18,352 98,774

Miscellaneous deductions 32,733,655 10,623,510 22,110,145 70,900,730 12,314,134 58,586,596 30,956,643 10,418,242 20,538,401

Total statutory deductions 340,484,370 178,686,526 161,797,844 279,564,327 75,101,862 204,462,455 272,057,072 74,576,586 197,480,486

Compiled net profit or deficit 6,993,659 6,809,523 184.136

11

13,023,277 1.904,55s 11 14,927,83211 8,931,415 3,261,323n 12,192,738

Statutory net income less statutory net

deficit 11 1,614,340 5,743,1121 i 7.357.452H 16,697,163 1.559,820’! 18,256.98311 10,857,067 3.006,25911 13.863,326

Net loss for prior year 526,383 526,383 95,823 95,823 12 12 12

Income tax 622,315 622,315 205,852 205,852 427,029 427,029
Excess-profits tax 12 12 12 12 12 12 15,522 15,522

Total tax 622,315 622,315 205,852 205,852 442,551 442,551

Compiled net profit less total tax 6,371,344 6,187,208 1 84,136 1

1

13,229,129 1,698,70311 14,927,832 n 9,373,966 2,818,77211 12,192,738

Cash dividends paid 17,590,856 9,441,208 8,149,648 9,408,234 421,839 8,986,395 2,465.493 527,375 1,938,118

Stock dividends paid 17,700 17,700 146 146

Number on balance sheets 78 29 49 102 31 71 120 40 SO

Assets :
7

Cash 8
. 21,692,177 9,401,483 12,290,694 18,271,075 4,509,305 13,761,770 22,400,612 9,265,967 13,134,645

Notes and accounts receivable 72,433,595 21,475,250 50,958,345 57,612,281 13,315,917 44,296,364 55,756,563 14,478,428 41,278,135

Inventories 28,707,053 16,587,129 12,119,924 28,503,406 6.404,389 22,099,017 21,959,211 5,555,694 16,403,517

Investments, tax-exempt 7,725,644 7,414,144 311,500 5,608,780 4,844,555 764,225 6,168,679 4,624,214 1,544,465

Investments, other than tax-exempt

9

. . 212,150,426 41,376,845 170,773,581 199,725,038 15,339,189 184,385,849 155,326,266 15,101,759 140,224,507

Capital assets—land, building, equip-
ment (less depreciations) 422,177,447 191,497,742 230,679,705 401,126,073 131,813,709 269,312,364 413,109,848 130,791,633 282,318,215

Miscellaneous assets 33,451,204 17,608,021 15,843,183 33,692,065 6,967,433 26,724,632 29,105,050 7,592,580 2 1,512.470

Total assets 798,337,546 305,360,614 492,976,932 744,538,718 183,194,497 561,344,221 703,826,229 187,410,275 516,415,954

Liabilities :
7

Notes and accounts payable 50,222,821 26,101,338 24,121,483 43,384,484 5,312,882 38,071,602 44,254,181 4,978,01

5

39,276,166
Bonded debt and mortgages 212,423,131 84,319,365 128,103,766 204,542,043 51,842,656 152,699,387 197,031,200 49,639,801 147,391,399

Miscellaneous liabilities 56,252,413 23,042,741 33,209,672 41,662,951 17,338,608 24,324,343 48,748,016 18,656,889 30.091,127
Capital stock—preferred 16,212,562 721,162 15,491,400 19,180,964 587,164 18,593,800 22,637,158 566,324 22,070,834
Capital stock—common 207,812,454 86,327,414 121,485,040 206,017,114 55,323,756 150,693,358 176,313,954 56,210,899 120,103,055
Surplus and undivided profits 265,304,068 85,41 1 ,296 179,892,772 237,398,320 53,533,260 183,865,060 231,555,124 57,502,670 174,052,454
Less deficit 9,889,903 562,702 9,327,201 7,647,158 743,829 6,903,329 16,713,404 144,323 16,569,081

Total liabilities 798,337,546 305,360,614 492,976,932 744,538,718 183,194,497 561,344,221 703,826,229 187,410,275 516,415,954

Source : Special compilation prepared by Statistical Section, Income Tax Unit, U. S. Bureat of Internal .Revenue, from Corporation Income Tax Returns.

1. Excludes returns for inactive corporations and returns with fragmentary balance sheet data.
2. Gross sales where inventories are an income-determining factor. For “Cost of goods sold”, see statutory deductions.
3. Gross receipts from operations where inventories are not an income-determining factor. For “Cost of other operations”, see statutory deductions.
4. Includes obligations of States and Territories or minor political subdivisions, securities issued under the Federal Farm Loan Act, and obligations of the

United States or its possessions.

5. Includes net profit from sale of capital assets (real estate, stocks, bonds, etc.) but not gross receipts from these items. Excludes nontaxable income other
than interest on tax-exempt obligations and dividends on stock of domestic corporations as reported in Schedule L of the return.

6. Does not include amounts tabulated in “Cost of goods sold”.

7. See text, pages 29-30, Statistics of Income for 1933.

8. Includes cash in till and deposits in bank.
9. See text, pages 29-30, Statistics of Income for 1933.

10. Included in Miscellaneous deductions.
11. Deficit.

12. Not applicable.
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APPENDIX B

STATISTICAL SECTION—INCOME TAX UNIT

Corporation Income Tax Returns for 1934, piled by Concerns Whose Pre-
dominant Business Is Classified as “Mining and Quarrying—Anthracite
Coal”, Showing for All Concerns, Number of Returns, Compiled Receipts
and Compiled Deductions, Net Profit or Net Loss, Net Income or Deficit,

income Tax, Excess-profits Tax, Total Tax, Compiled Net Profit after
Deducting Total Tax, and Dividends Paid; Also for Concerns Submitting
Balance Sheets, Number of Balance Sheets, and the Principal Items of

Assets and Liabilities as of the End of the Year, or at Close of

Fiscal Year Nearest Thereto. (Money Figures in Thousands of Dollars)

Number of returns

Receipts, taxable income

:

Gross sales 2

Gross receipts from other opera-

tions 3

Interest

Rents
Net capital gain

Other receipts

Receipts, tax-exempt income

:

Dividends from domestic corpora-

tions

Interest on tax-exempt obligations 4

Total compiled receipts

5

Deductions :

Cost of goods sold 3

Cost of other operations

Compensation of officers

Rent paid on business property

Interest paid

Taxes paid other than income tax 7

Bad debts

Depreciation
Depletion

Net capital loss s

Other deductions

Total compiled deductions 9

Compiled net profit or net loss

Net income or deficit

1ncome tax
Excess-profits tax

Total tax

Compiled net profit less total tax
Cash dividends paid
Stock dividends paid

—1934—

—

>

Returns Returns
Showing Showing

Net No Net
Aggregate Tricorne Income

145 41 104

249,460 60,655 188,805

8,479 636 7,843

1,206 218 988
1 ,606 383 1,223

520 9 510
3,527 1,259 2,269

1,792 1,593 198
320 237 82

266,909 64,990 201,919

198,293 44,725 153,568

3,542 30 3,513

1,479 406 1,073

1,275 279 997
10,905 1,981 8,924
12,974 4,465 8,510
2,082 1 ,336 746
9,926 2,327 7,599

7,182 2,320 4,862
257 241 15

25,041 2,062 22,979

272,957 60,172 212,785

6,048 43 4,817 10,866 4 3

8,159 43 2,987 11,146 43

411 411

8 8

419 419

6,467 43 4,398 10,866 43

4,470 3,929 542
140 140
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APPENDIX B (Continued)

—1934— >

Returns Returns
Showing Showing

Net No N et

Aggregate 1 ncome Income

Number of balance sheets 1 126 39 87

Assets :

10

Cash 11 12,404 6,458 5,946

Notes and accounts receivable . . . . 67,205 9,954 57,251

Inventories 18,820 2,974 15,847

Investments—tax-exempt 4 9,721 6,986 2,735

Investments—other than tax-ex-

empt 12 154,108 71,957 82,151

Capital assets—land, building, equip-

ment ( less depreciation) 360,619 117,893 242,725

(Other assets 37,629 6,360 31,269

Total assets 660,507 222,584 437,924

Liabilities :

10

Notes and accounts payable 58,070 6,394 51,676

Bonded debt and mortgages . . 210,538 46,875 163,662

Other liabilities 42,266 18,733 23,534

Capital stock—preferred 17,630 13,711 3,919

Capital stock—common 186,542 69,954 116,588

Surplus and undivided profits ... 170,049 67,386 102,663

Less deficit 24,589 469 24,119

Total liabilities 660,507 222,584 437,924

Source: Special compilation prepared by Statistical Section, Income Tax
Unit, U. S. Bureau of Internal Revenue, from Corporation Income Tax Re-
turns.

1. Excludes returns for inactive corporations and returns with fragmentary
balance sheet data.

2. Gross sales where inventories are an income-determining factor. For
“Cost of goods sold”, see “Deductions”.

3. Gross receipts from operations where inventories are not an income-de-
termining factor. For “Cost of other operations”, see “Deductions”.

4. Includes obligations of States and Territories or minor political subdi-

visions, securities issued under the Federal Farm Loan Act, and obligations

of tlie United States and its possessions.

5. Excludes gross receipts from sale of capital assets. Excludes nontaxable
income other than interest on tax-exempt obligations and dividends on stock

of domestic corporations as reported in Schedule L of the return.

6. Includes taxes reported in “Cost of goods sold”.

7. Excludes taxes tabulated under “Cost of goods sold”.

8. For limitation on amount of net capital loss that may be reported, sec

section 117 (d) of Revenue Act of 1934.

9. Excludes dividends received on stock of domestic corporations.

10. See text, page 29, “Statistics of Income for 1933”.

11. Includes cash in till and deposits in bank.

12. See text, page 29, “Statistics of Income for 1933”.

13. Deficit.
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APPENDIX C

Consolidated Balance Sheet of Companies Producing 85% to 90% of Total Anthracite Tonnage for Years 1926-1932 and 90% to 95% for 1933-35

Assets

:

Property and equipment

Current Assets

:

Cash and marketable securities

Accounts and notes receivable .

Coal on hand
Material and supplies

Total

Other investments
Sinking and reserve funds
Deferred assets

Total assets

Liabilities

:

Current Liabilities

:

Wages and accounts payable .

Loans and notes payable

Total

Reserves :

Workmen’s compensation
Fire insurance
Taxes
Other reserves

Total

Deferred credits

Funded debt
Capital stock outstanding
Surplus

Total liabilities

Dec. 31, 1926 Dec. 31, 1927 Dec. 31, 1928 Dec. 31, 1929 Dec. .31, 1930 Dec. 31.1931 Dec. 31, 1932 Dec. 3 1 . 1 933 Dec 31.1931 Dc - . 31 .
1 93.7

$306,018,762 $334,715,237 $331,221,206 $348,588,926 $385,168,425 $377,218,361 $370,691,031 $361,790,549 $348,928,121 $330,918,125

84,005,650 65,750,406 66,504,488 53,227,887 27,890,809 21,672,646 13,693,697 18,549,566 19,229,398 14,104,656

53,267,650 50,630,692 54,540,510 64,438,747 57,228,484 44,302,456 42,142,911 42,420,069 41,809,828 40,124,85S

21,061,893 36,267,728 25,095,057 20,210,498 24,144,769 23,484,628 15,865,072 9,867,637 13,813,073 11,292,384

12,626,360 11,116,713 10,734,632 9,296,862 8,984,405 8,248,522 6,653,148 6,808.852 6,352,823 5,904.435

$170,961,553 $163,765,539 $156,874,687 $147,173,994 $118,248,467 $ 97,708,252 $ 78,354,828 $ 77,646,124 $ 81,205,1 22 S 71.426,333

40,461,354 42,785,848 45,427,898 47,959,060 84,446,600 95,178,643 95,798,065 96.227,170 93,526,548 90,816,530

12,284,543 13,775,750 10,041,806 22,335,358 16,409.388 16,082,654 12,045,260 7,731,404 9,288,778 12,132,556

18,283,468 18,423,650 16,679,447 20,425,307 19,504,438 19,814,332 18,215,741 16,532,309 15.531,717 15,445,088

$548,009,680 $573,466,024 $560,245,044 $586,482,645 $623,777,318 $606,002,242 $575,104,925 $!559,927,556 $548,480,286 $520,738,632

$ 43,713,848 !f 42,458,427 $ 37,279,580 $ 39,784,478 $i 32,064,24

2

$ 23,001,460 3! 22,731,600 $ 26.556,454 !j? 28,197,991 $ 26,873,456

16,150,482 21,462,211 30,130,151 37,532,116 41,944,964 41,733,774 32,944,834 34,595,442 36,755,373 35,692,660

$ 59,864,330 $ 63,920,638 $ 67,409,731 $ 77,316,594 $ 74,009,206 $ 64,735,234 $; 55,676,434 $ 61,151,896 $ 64.953,364 $ 62,566,116

10,637,605 10,879,326 10,057,680 9,344,145 8,157,166 7,245,154 7,725,956 7,496,083 7,309,937 7,120.321

4,002,167 3,912,469 1,771,425 1 ,873,939 556,122 577,857 583,581 558,177 563,472 560.932
13,235,184 13,896,163 7,346,481 7,542,729 5,529,488 3,089,383 3,075,536 2,466,779 2,672,772 3,464,441

17,406,258 17,551,934 17,455,388 18,436,226 13,267,832 11,833,499 10,876,478 10,507,920 12,076,983 11,920,673

$ 45,281,214 :$ 46,239,892 $ 36,630,974 $ 37,197,039 $; 27,510,608 $ 22,745,893 ^$ 22,261,551 $ 21,028,959 5p 22,623,164 $ 23,066,367

5,744,650 5,122,533 5,432,870 5,038,912 3,139,548 3,355,604 3,526,891 6,746,005 7,661,539 7,424,013
147,768,746 180,365,635 1 76,749,699 198,158,565 200,203,324 191,962,218 188,966,020 186,244,763 182,604,853 179,518,048
146,363,256 140,870,396 139,812,697 131,081,384 188,776,656 191,540,871 191,334,341 191,725,256 190,983,452 188.743,256
142,987,484 136,946,930 134,209,073 137,690,151 130,137,976 131,662,422 113,339,688 93,030,677 79,653,914 59,420,832

$548,009,680 $573,466,024 $560,245,044 :$586,482,645 $623,777,318 $606,002,242 $575,104,925 $559,927,556 $548,480,286 $520,738,632

Source: From “Statements of Anthracite Industry” prepared by Anthracite Institute, New York City, N. Y.
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APPENDIX D

Consolidated Income Account of Companies Producing 85% to 90% of Total

Year 1926 Year 1927 Year 1928 Year 1929

Coal Sales (F. 0. B. at Mines) $412,480,358 $365,858,568 $365,364,961 $353,501,165

Cost of Coal Sold

:

Operating expenses 325,333,317 297,882,610 298,622,914 286,913,411

Selling and administrative

expenses 12,450,158 13,349,941 13,658,177 14,169,093

Depletion 6,965,846 7,507,778 6,364,085 6,393,792

Depreciation 9,050,004 9,342,609 9,011,090 8,648,641

Taxes, state and local 22,210,202 21,553,554 21,406,982 19,799,898

Total $376,009,527 $349,636,492 $349,063,248 $335,924,835

Net operating revenue 35,470,831 16,222,076 16,301,713 17,576,330

Other income 10,771,508 10,566,922 11,371,198 10,928,048

Total income 47,242,339 26.788,998 27,672,911 28,504,378

Income Deductions:
Interest, etc 8,092,697 9,672,241 1 0,203,d03 11,610,687

Federal taxes 5,319,963 3,334,073 2,389,639 1,681,932

Total deductions . $ 13,412,660 $ 13,006,314 $ 12,593,042 $ 13,292,619

Net income $ 33,829,679 $ 13,782,684 $ 15,079,869 $ 15,211.759

Net tons sold 66,483,668 62,933,986 62,667,438 61,797,637

In Taxes, state and local, the following percentages of the total are

Pennsylvania Tonnage Tax:

Year 1926—33%—Approximate
1927—33%

“ 1928—33%

1929—

26%

1930—

16%
1931— 4%

“ 1932-1935, none.

* Indicates deficit.

Source: From “Statements of Anthracite Industry” prepared by Anthracite Institute,

Anthracite Tonnage for Years 1926-1932 and 90% to 95% for 1933-193;

Year 1930 Year 1931 Year 1932 Year 1933 Year 1934 Year 1935

$315,990,573 $268,031,806 $198,759,931 $197,318,206 $226,681,494 $194,195,701

251,906,663 210,754,027 166,345,673 163,565,331 184,639,677 165,587,786

17,567,777 17,646,841 13.932,647 13,326,893 14,104,571 13,430,909

5,046,290 4,173,220 3,290,191 3,561,175 4,098,467 3,549,503

8,594,572 7,999,923 7,548,425 7,761,897 8,191.785 7,367,801

16,714,546 14,636,964 13,264,302 12,462,097 12,089,751 11,271,542

$299,829,848 $255,210,978 $204,381,238 $200,677,393 $223,124,251 $201,207,541

16.160,725 12,820,828 5,621,307* 3,359,187* 3.557,243 7.011.840

10,648,985 8,374,772 7,212,661 6,798,502 6,691 .922 7,072,300

26,809,710 21,195,600 1 ,591 .354 3,439,315 10,249,165 60,460

11,900,134 11,593,100 11,673,919 11,477,391 1 1 ,073,830 9.732,184

1,495,118 993,528 425,214 534,510 839.477 564,253

$ 13,395,252 $ 12,586,628 $ 12,099,133 $ 12,011,901 $ 11,913,307 $ 10.296.437

$ 13,414,458 $ 8,608,972 $ 10.507,779 s

$ 8,572,586* $ 1 ,664.142 s:

$ 10.235,977

56,364.482 49,560,015 40,520,960 43,942,229 49,745,833 44,738.742

New York. City, N. Y.
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APPENDIX E

Labor (coming under wage
agreement)

Wages and salaries of em-
ployes not coming under
wage agreement

Material and supplies

Heat, light and power pur-
chased (net)

Stripping by contractors

Other operating expenses

Insurance

Depletion

Depreciation

Royalties

Taxes—tonnage

Taxes—state and local

Total production cost

Net tons mined

i Production Cost--Fresh Mined Coal—of Companies Producino 85% to 90% of Total Antiirac ite Ton n ace FOR YEA!is 1916-1932
.AND 90%. TO 95% FOR 1933-1935

1916- , 1910- f ig?! 1Q?4
A N t 1933- A r 1934- \ r 1935- A

Per Per Per Per Per Per Per Per Per
Amount Ton Amount Ton Amount Ton Amount Ton Amount Ton Amount Ton Amount Ton Amount Ton Amount Ton

5 90,053,276 $1,444 $171,273,937 $2,636 $223,491,160 $3,189 $255,949,555 $3,652 $146,580,587 $2,981 $106,391,159 $2,700 $101,087,330 $2,477 $121,948,552 $2,500 $105,450,684 $2,531

6,963,070 .112 12,695.421 .195 16,408,307 .234 19,704,340 .281 17,711,067 .360 14,125,600 .359 12,650,594 .310 13,243,387 .271 12,625.838 .303

20,680,928 .330 40.842,313 .629 51,052,322 .728 44.911,020 .641 21,904.798 .445 15,732,492 .399 15,862.327 .388 20.055,784 .410 17,289,034 .415

186,968 .003 811,681 .012 1,777,976 .025 3.465,252 .049 5.595,988 .114 5,470,849 .139 6,338,983 .156 6,608,836 .135 6,291.042 .151

1,176,682 .019 2,174.372 .033 2,118,084 .030 3,075,921 .044 4,984,141 .101 5,622,445 .143 7.959,334 .195 8,969,371 .183 7,460,334 .179

3,744,534 .060 5,007,289 .077 6,400,107 .091 6,527.512 .093 5,910,258 .120 4,536,847 .115 4,926.418 .121 5,186,051 .106 4,161,411 .100

2,047,486 .033 4,092,423 .063 4,848,498 .069 4.339,432 .062 4,024,815 .082 3,604,448 .091 4,199,307 .103 4,424,483 .090 4,088,448 .098

3,917,852 .063 5,940,661 .091 7,853,758 .112 6.658,103 .095 4.074,2 IS .083 3,207,049 .081 3,462,212 .085 3,934,505 .080 3,504.137 .084

4,518,864 .072 6,137,207 .095 7,363,686 .105 S,697 ,892 .124 7,756.228 .157 7,291,516 .185 7.402,240 .181 7,973,560 .163 7,045.909 .169

5,299,556 .085 7,141.168 .110 9,093,894 .130 10.490,162 .150 6,959,587 .142 5,792,730 .147 7,011,846 .172 8,128,985 .167 6,432.929 .154

370,687 .006 1,959,521 .028 6.522,622 .093 576,728 .012

5.783,033 .093 7,936,624 122 11.259,069 .161 13,332,494 .190 13,613,676 .277 12,813,012 .325 12,024,632 .294 11,669,003 .238 10,899,333 .262

$144,742,936 $2,320 $264,053,096 $4,063 $343,626,382 $4,902 $383,674,305 $5,474 $239,692,091 $4,874 $184,588,147 $4,684 $182,925,223 $4,482 $212,142,517 $4,343 $185,249,099 $4,446

62,379,5.17 64,976,944 70,088.738 70,089,320 49,176,105 39,401,679 40,815,726 48,851.166 41,666.055

Source: From “Statements of Anthracite Industry” prepared by Anthracite Institute, New York City, N. Y.
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FINANCIAL INTERRELATIONS AND
CONTROL OF THE ANTHRACITE INDUSTRY

Control of the Anthracite Industry Prior to the Supreme

Court Decisions of 1920

The concentration of the anthracite deposits in a very

small geographic area, and the necessity of using mass
transportation facilities for transporting anthracite to the

consumer, cause the anthracite producing industry to lend

itself to centralize control by a small group whose primary

objective is to provide tonnage for their respective rail-

roads. The first developments leading to a high degree of

control of the anthracite producing companies by the an-

thracite carrying railroads date back more than one hun-

dred years.

Anthracite was discovered, in 1762, in what is now known
as the Wyoming or Northern Field. At first it was difficult

to get people to use anthracite, but during the fourteen

years prior to 1834 the industry developed rapidly, and the

annual shipments increased from 365 long tons in 1820, to

487,749 long tons in 1833. An extensive system of canals

was developed for transporting anthracite, and a large part

of the lands containing the anthracite deposits in the Wy-
oming and Lehigh regions passed into the hands of those

who controlled the transportation facilities, at prices rang-

ing as low as 50 cents per acre. The Schuylkill region was
at first operated largely bv independent companies.

In the regions controlled by the transportation companies

conditions became so bad that an investigation was ordered

by the Pennsylvania Legislature. The report of the investi-

gation, published in 1834 and known as the Packer Report,

pointed out the dangers connected with the union of trans-

portation and mining activities. The recommendations
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made in the Packer Report were not adopted, and during

the forty-year period beginning in 1834 the anthracite de-

posits became further concentrated in the hands of trans-

portation systems, primarily railroad systems which sup-

planted the canal systems. During this period the railroads

made their first big acquisitions in the Schuylkill region,

which previously had been operated by independent

companies.

Through consolidations of canal and railroad companies,

working agreements and the direct acquisition of anthracite

deposits, the railroad companies completely dominated the

anthracite fields by 1873. The revised Constitution of the

Commonwealth of Pennsylvania which became effective

January 1, 1874 made it unlawful for an anthracite carry-

ing railroad chartered after that date to hold or mine an-

thracite deposits other than those necessary for its own
use.* As a result very few new anthracite carrying rail-

road companies were incorporated after January 1, 1874 for

the purpose of acquiring anthracite properties. The method

most commonly used to circumvent the law was to purchase

a small corporation which had been granted a very broad

charter prior to 1874, and merge other properties with it,

after changing the name of the corporation.

The twenty-five years from 1873 to 1898 were marked by

the development of pools and combinations, with allocation

and restriction of production. Various difficulties were en-

countered, but by 1898 the railroad companies had perfected

plans for working in harmony with each other which, for

all practical purposes, eliminated the independent com-

panies so far as competition was concerned. The salient

* Section 5 of Article XVI 1 of the Constitution of the Commonwealth of

Pennsylvania, which became effective January 1, 1874, reads as follows:

“No incorporated company doing the business of a common carrier shall,

directly or indirectly, prosecute or engage in mining or manufacturing articles

for transportation over its works; nor shall such company, directly or indi-

rectly, engage in any other business than that of common carriers, or hold

or acquire lands, freehold or leasehold, directly or indirectly, except such as

shall be necessary for carrying on its business; but any mining or manufac-

turing company may carry the products of its mines and manufactories on its

railroad or canal not exceeding fifty miles in length.”
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feature of the working agreement between the anthracite

carrying railroads was the charging of high freight rates

for transporting anthracite from the breakers to consumers.

By such action the railroads were able to operate their con-

trolled anthracite mines with a very small profit, or even at

a loss, and to secure their profit from the high freight rates

charged. As a result the owners of the independent mines,

practically all of whom depended on the railroads for trans-

porting their production, were forced to operate on a very

small margin of profit, or at a loss, in order to pay the high

freight rates and to dispose of their production in the con-

suming markets. This procedure kept the independent pro-

ducers in a weak financial condition, which prevented them
from building a competing railroad, eliminated effective

competition, and forced the weaker independent companies

to sell their anthracite mines to the companies controlled by

the anthracite carrying railroads. As a result of this policy

the anthracite carrying railroads were enjoying huge profits

and paying large dividends, although many of the anthra-

cite producing companies controlled by them were con-

stantly having financial difficulties. All efforts of outside

parties to build competing railroads were defeated by the

anthracite carrying railroads, acting in unison.

Efforts of the States to dissolve the anthracite combina-

tion were ineffective. In 1906 the Federal Government en-

deavored to correct the situation by passing the Hepburn

Act, prohibiting any common carrier from engaging in the

production and sale of coal in competition with any shipper

or producer on its line. Application of the law was limited

by a decision of the Supreme Court of the United States

handed down in May 1908, and the anthracite combination

remained as effective as ever.

On June 22, 1916 the United States Senate requested the

Federal Trade Commission “* * * to make an immediate

investigation into the operations and accounts of the lead-

ing companies producing anthracite coal, for the purpose

of ascertaining the facts concerning the recent increase in
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the price of anthracite coal,
* * The Federal Trade

Commission reported its findings on June 20, 1917, under

the caption of “Report of the Federal Trade Commission on

Anthracite and Bituminous Coal”. The Commission re-

ported that the railroad companies controlled anthracite

companies which produced 75.8 per cent of the total com-

mercial anthracite production during the calendar year

1916, and that these producing companies controlled even a

greater percentage of the total anthracite deposits because

of their large reserves. The report gave (page 49) the

names of these anthracite producing companies and the rail-

road companies that controlled them, as follows

:

Control of Anthracite Producing Companies by Railroad Companies in

1916-1917

Railroad Companies

The Delaware & Hudson Co. 1

Delaware, Lackawanna & Western
R. R. Co. 1

Erie R. R. Co
New York, Susquehanna & Western

R. R. Co.2

Lehigh & New England R. R. Co.3

Lehigh Valley R. R. Co.

New York, Ontario & Western Ry. Co.

Pennsylvania R. R. Co.

Northern Central Ry. 4

Reading Co.5

Philadelphia & Reading Ry. Co.

The Central R. R. of New Jersey 6

Anthracite Producing Companies

The Delaware & Hudson Co.

The Hudson Coal Co.

Delaware, Lackawanna & Western
R. R. Co.

Pennsylvania Coal Co.

Hillside Coal & Iron Co.

Lehigh Coal & Navigation Co.6

Lehigh Valley Coal Co.

Coxe Bros. & Co. (Inc.)

Scranton Coal Co.

Susquehanna Coal Co.

Philadelphia & Reading Coal & Iron

Co.
^ehigh & Wilkes-Barre Coal Co.

1. Mines coal direct.

2. Controlled by Erie R. R. Co.

3. Lehigh Coal & Navigation Co. controls the Lehigh & New England

R. R. Co.

4. Northern Central Ry. is leased to the Pennsylvania R. R. Co.

5. Reading Co. controls the Philadelphia & Reading Ry. Co. and the

Central R. R. of New Jersey.

6. The Lehigh Coal & Navigation Co. owns a large portion of mileage of

the lines operated by the Central R. R. of New Jersey and has leased this

trackage to the Central R. R. of New Jersey for 900 years, binding itself to

ship 75 per cent of its output over the leased trackage.
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Reorganization of the Anthracite Industry Following the

Supreme Court Decisions of 1920

In decisions rendered on April 26, 1920 in the Second

Reading Case (U. S. v. Reading, 253 U. S. 26) and on De-

cember 6, 1920 in the second Lehigh Valley Case (U. S. v.

Lehigh Valley Railroad Co. et al., 254 U. S. 255), the Su-

preme Court of the United States repudiated the doctrine

of separate legal entities and ordered various anthracite

groups to separate themselves into distinct corporate units,

in such a manner that the combination effected through the

intercorporate relations between the anthracite producing

companies and the anthracite carrying railroads would he

dissolved, and an entire independence between the anthra-

cite producing and transporting companies would he ac-

complished. While from a technical standpoint the decisions

of the Supreme Court have been generally complied with,

and in most instances the anthracite producing companies

are no longer directly owned by the anthracite carrying

railroads, the control lias simply been shifted to financial

and other interests which now control both the producing

companies and the anthracite carrying railroads, through

holding companies, investment trusts, and similar communi-

ties of interest.

The anthracite producing companies which were formerly

controlled directly by the anthracite carrying railroads, and
which are now controlled by the same financial interests

that control the anthracite carrying railroads, are known
as “line companies’’ or “railroad companies’’. The others

are designated as “independent companies’’.

The railroad or line companies can he further classified,

according to the methods used to control their voting stock

and their management, into four types, as follows:

1. Holding Company controlled type,

2. Investment Trust controlled type,

3. Subsidiary type,

4. Management type.

Some companies are a combination of two of the fore-

going types.
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A holding company controlled type of anthracite produc-

ing company is a company the working control of whose vot-

ing stock is held by another company for the definite

purpose of controlling the policies and management of the

operating company. Usually the company having working

control through stock ownership, known as the holding com-

pany, is interested primarily in designating the directors

and officers of the operating company, since by designating

the directors and officers the holding company can dictate

the policies of the operating company. A holding company
which has working control of the voting stock of an anthra-

cite producing company usually also has working control

of the railroad which transports the company’s production,

and of the marketing company which soils the anthracite

produced.

An investment-trust-controlled type of anthracite produc-

ing company is a company of which a large block of the

voting stock is held by another company whose principal

business is the holding of securities for income or apprecia-

tion. Such a company is usually a large enough holder of

the operating company’s stock as to make it possible for it

to have a voice in the election of directors and the selection

of officers, and it usually works in harmony with other in-

terests. Investment trusts which own large blocks of stock

of anthracite producing companies often also own large

blocks of stock of anthracite carrying railroads or other af-

filiated interests.

Anthracite producing companies of the subsidiary type

are those whose voting stock is controlled by another oper-

ating company with similar or affiliated interests. Often

the directors and the officers are identical for the two firms.

A management type of anthracite producing company is

one whose policies are controlled by officers or voting trus-

tees appointed, often by a court, for the purpose of manag-

ing the company.

In technically separating the anthracite producing com-

panies from the anthracite carrying railroads, the general

procedure was to set up a holding company or to create a
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financial interest controlling fiotli the producing company
and the transportation company. A typical example of the

method used to retain control and at the same time comply

technically with the order of the Supreme Court, is that

used in connection with the segregation of the Philadelphia

and Reading Railway Company and The Philadelphia and

Reading Coal and Iron Company following the Supreme
Court decision of April 26, 1920.

Prior to the decision of t lie Supreme Court the Reading

Company was a holding company controlling, among others,

The Philadelphia and Reading Railway Company, which

owned The Philadelphia and Reading Coal and Iron Com-
pany; and The Central Railroad of New Jersey, which

owned the Lehigh and Wilkes-Barre Coal Company. Under
the segregation plan which was adopted by the Court on

May 22, 1923, the Reading Company was changed from a

holding company to an operating company by the merger

into it of The Philadelphia and Reading Railway Company
and twelve other railroad companies. All of the stock of

The Philadelphia and Reading Coal and Iron Company was
sold to a new corporation, the Philadelphia and Reading

Coal and Iron Corporation, which was formed for the pur-

pose of purchasing it. The Central Railroad of New Jersey

sold its stock in the Lehigh and Wilkes-Barre Coal Com-
pany to a syndicate headed by Mr. Jackson Eli Reynolds,

president of the First National Bank of New York, and it

was later exchanged for stock of the Glen Alden Coal Com-
pany, which thereby secured the anthracite properties.

As a result of these transactions the anthracite produc-

ing interests are controlled by the new Philadelphia and
Reading Coal and Iron Corporation, and the anthracite

transportation interests are controlled hv the Reading Com-
pany and its subsidiary, The Central Railroad Company of

New Jersey, of which it owns 53 per cent of the stock. The
Reading Company in turn is controlled by The Baltimore

and Ohio Railroad Company and The New York Central

Railroad Company, the former owning approximately 42

per cent of the stock and the latter 25 per cent. These rail-
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road interests are connected, through interlocking directors

and other affiliations of directors, with several of the larger

New York ana Philadelphia banks whose managements are

dominated by J. P. Morgan and Company and its affiliated

company, Drexel and Company. The Philadelphia and

Reading Coal and Iron Corporation’s policies are controlled

by directors who are also directors of the same New York
and Philadelphia banks, and who are partners in J. P.

Morgan and Company and Drexel and Company. Therefore,

while technically there is no direct line of control between

the anthracite railroad interests and the anthracite pro-

ducing interests, the actual control of both groups is

through the same financial interests and is as effective as it

was before the order of the Supreme Court.

The Anthracite Producing Companies

The major anthracite producing companies identified with

financial and other interests which control the anthracite

carrying railroads, and the tonnage produced by each com-

pany and its tenants during the calendar year 1936 are as

follows

:

Anthracite Producing Companies Identified with Inter-

ests Which Control Anthracite Carrying Railroads

1936 Production
' of Anthracite '

(Net Tons)
By Company By Tenants

The Phila. and Reading Coal and
Iron Co ^

7,211,164 1,612,055

Glen Alden Coal Company 7,235,035 1,304,934

The Lehigh Valley Coal Company 3,935,194 4,309,175

The Hudson Coal Company 4,574,275 112,769

Lehigh Navigation Coal Company 2,754,647 132,548

The Pittston Company 2,458,550

Coxe Brothers and Company, Inc. 881,910 990,227

Jeddo-Highland Coal Company . 963,470

Hazle Brook Coal Company 656,721

Scranton Coal Company 469,184 71,634

Total 31,140,150 8,533,342
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The total production of anthracite of all kinds, as re-

ported by the U. S. Bureau of Mines for the calendar year

1936, was 54,760,000 net tons including' washery anthracite

and anthracite from culm banks. The ten companies listed

above and their tenants produced 39,673,492 net tons, which

is 72.45 per cent of the total production. The remaining

tonnage was produced by approximately 175 independent

anthracite producing companies, of which three of the ma-
jor ones are the Susquehanna Collieries Company, Penn
Anthracite Collieries Company, and Madeira Hill and

Company.

The financial history of the major anthracite producing

companies, showing the corporate changes in the various

companies following the Supreme Court decisions of 1920,

is given in the financial manuals and in various studies of

the anthracite industry. For the convenience of readers of

this report a brief account of the formation, affiliations and

reorganization of the major anthracite producing com-

panies as compiled from these sources, is given in Appendix
A to this report.

The Anthracite Carrying Railroads

The first anthracite mined was transported to tidewater

by sleighs across the mountains, and by boats operating on

the rivers. As the tonnage increased the Commonwealth
of Pennsylvania assisted in the construction of canals, and

the companies built gravity railroads which were equipped

with chains and ropes for pulling the cars up the mountains,

from the top of which they were allowed to coast down to

the valley, and the process was repeated until the canals

were reached.

The early history of the present anthracite carrying rail-

roads is the record of a struggle to develop railroad facili-

ties to displace the canals and to reach the anthracite fields

which were being developed. The construction of railroads

was accompanied by the purchase, often at high prices, of

the undeveloped anthracite deposits, so as to assure the

railroads future tonnage; as well as the purchase of an-

331



thracite deposits then being mined. The early history of

several of the anthracite carrying railroads is given in Ap-
pendix A of this report, in connection with the early history

of the anthracite producing companies.

The railroads serving the anthracite mines and breakers,

and the tonnage of prepared anthracite carried by each of

them in 1936, are given in the following table. The total is

less than the production, due to local sales, colliery use, and

sales to truckers.

Anthracite Shipments Via Principal Anthracite
Carrying Railroads

(Saward’s Annual—1937, page 66)

Name Net Tons, 1936

Reading Company 10,312,323
Lehigh Valley Railroad Company 9,422,422
The Del., Lackawanna & Western R. R. Co. 5,548,637
The Pennsylvania Railroad Company 5,094,225
The Delaware & Hudson R. R. Corporation 5,038,574

The Central R. R. Co. of New Jersey 3,850,063

Erie Railroading Company 3,194,663

New York, Ontario & Western Railway Co. 2,455,714

Lehigh & New England R. R. Company 2,062,983

Total 46,979,604

Financial and Other Interests Identified with the Anthracite

Industry

The more important financial and other interests identi-

fied with the anthracite industry consist principally of the

following three groups of companies:

Morgan Interests

J. P. Morgan and Company,
Bankers Trust Company (New York),
Guaranty Trust Company of New York,
The New York Trust Company,
Drexel and Company,
Markle Corporation,
Girard Trust Company (Philadelphia),

The Pennsylvania Co. for Insurances on Lives and
Granting Annuities,

United States Steel Corporation.
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Baker Interests*

First National Bank of tlie City of New York,
First National Bank of Scranton,
First National Bank of Wilkes-Barre.

Interests Jointly Controlled by the Morgan and Baker
Interests, or Friendly to Them

Alleghany Corporation, and
Chesapeake Corporation, which are to be merged;
Bancamerica-Blair Corporation,
The Chase National Bank of the City of New York,
Manufacturers Trust Company (New York),
Corn Exchange National Bank and Trust Company

(Philadelphia),

Philadelphia National Bank,
Insurance Company of North America,
Virginia Coal and Iron Company.

Because of the very close relationship between the Mor-

gan and Baker interests, and their joint interests in so many
financial and other companies, it is often difficult to assign

a company to a single group. The general policy followed

in arranging the above groupings was to list under the

Morgan interests, the banks and other financial and indus-

trial companies on the Boards of which partners of the firm

of J. P. Morgan and Company or Drexel and Company sit

as directors, and those in which they have a very direct part

in the management although they may not at the present

time sit on the Boards. Under the Baker interests is listed

the First National Bank of the City of New York, whose
policies have been controlled by the Baker family since

George F. Baker purchased the controlling interest in 1877

from its founder, John Thompson, who later organized The
Chase National Bank of the City of New York. The First

National Bank of Scranton and the First National Bank of

Wilkes-Barre, which are both correspondents of and di-

rectly identified with the First National Bank of the City of

New York, are also listed in this group. The third group,

*Mr. George F. Baker, who purchased control of the First National Bank
of the City of New York in 1877. died on May 2, 1931. His son, George F.
Baker, who was Chairman of the Board, died on May 30, 1937. Mr. Jackson
Eli Reynolds was elected Chairman of the Board the latter part of June, 1937.
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listed as Morgan-Baker interests (indirectly affiliated), in-

cludes banks, finance and insurance companies, and the Vir-
ginia Coal and Iron Company, which have been until very
recently under direct control of either the Morgan or the

Baker interests, or which now are operating under joint

control oi- in harmony with the Morgan-Baker interests.

The records of the Pujo Committee and the various in-

vestigations and court cases referred to in Appendix A have
clearly shown the community of interest that previously ex-

isted and still exists between these groups. The Van Swer-
ingen interests, which until recently controlled the Alle-

ghany Corporation and the Chesapeake Corporations
(which are soon to be merged), were in 1930 granted col-

lateral loans totaling $39,500,000 by a group of banks headed
by J. P. Morgan and Company. This group was composed
of the Bankers Trust Company, The Chase National Bank
of the City of New York, First National Bank of the City

of New York, Guaranty Trust Company of New York, and
National City Bank. The loan was defaulted and in the fall

of 1935 it was decided to sell at auction the securities held

as collateral. The Ball interests, through Midamerica Cor-

poration, purchased the securities held as collateral for $3,-

121
,
000

,
and in order to pay for them borrowed a large part

of the purchase price from the Manufacturers Trust Com-
pany. The transcript of a hearing held by a subcommittee

of the Committee on Interstate Commerce of the U. S. Sen-

ate, in December 1936, on the Investigation of Railroads,

Holding Companies, Affiliated Companies, and Related

Matters, shows that before the auction the Manufacturers

Trust Company knew the amount to be bid by J. P. Morgan

& Co.

Mr. Harvey Gibson, Chairman of the Board, President

and a Director of the Manufacturers Trust Company, was
President of The New York Trust Company, a Morgan in-

terest, from 1921 to 1931 ;
and has been a Director of The

Pittston Company since its incorporation in 1930.

The Chase National Bank of the City of New York works

very closely with the Morgan-Baker interests. Their parti-
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cipation in tlie loan to (he Van Sweringen interests is an ex-

ample of their cooperation. Mr. George F. Baker was re-

ported to have owned as much as 60 per cent of The Chase

National Bank stock at one time, and to have planned to

merge it with his own First National Bank of the City of

New York. Mr. Winthrop W. Aldrich, the Chairman of the

Board, has been identified with the Rockefeller interests

for many years. The Rockefeller interests are primarily in-

dustrial and it is to their advantage to fully cooperate with

leading financial interests, such as the Morgan and Baker

interests.

The Philadelphia National Bank has had directors on its

Board who were directors of J. P. Morgan and Company or

Drexel and Company, and so has the Insurance Company
of North America. These companies and the Corn Exchange
National Bank and Trust Company (Philadelphia) all have

directors who work very closely with the Morgan-Baker

interests.

The president of the Bancamerica-Blair Corporation, who
is also a director, is a director of an anthracite producing

company and of an anthracite carrying railroad in the man-

agement of which the Morgan interests are very active.

The other directorships held by the directors of the Vir-

ginia Coal and Iron Company show that the directors of this

company hold positions on the Boards of many anthracite

operating and financial firms, among which are the

following

:

Corn Exchange National Bank and Trust Co. (Phila-

delphia),

Fuel Service Company,
General Coal Company,
Girard Trust Company,
Hazle Brook Coal Company,
Insurance Company of North America,
Jeddo-Highlancl Coal Company,
The Lehigh Coal and Navigation Company,
Lehigh Navigation Coal Company,
Lehigh and New England Railroad Company,
Markle Corporation,
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The Pennsylvania Company for Insurances on Lives
and Granting* Annuities,

Philadelphia National Bank,
The Philadelphia and Reading Coal and Iron Com-

.

pany,
Philadelphia and Reading Coal and Iron Corpora-

tion,

Wentz Company.
While sufficient information is not readily available to de-

termine the reason for men representing such a large num-
ber of various anthracite interests being centered on the

Board of this relatively small company, the surface facts

indicate that it would form a very convenient meeting place

for the exchange of anthracite information, in much the

same manner that the Temple Iron Company was used prior

to the Supreme Court Decision of December 16, 1912 (226

IT. S. 324).

Interlocking Directors of Anthracite Producing Companies,

Anthracite Carrying Railroads, and Other Interests

The interlocking of the directors of anthracite producing

companies, anthracite carrying railroads, and financial and
other interests is given in detail on Charts I and II. Chart

I shows the various directorships held in the anthracite

carrying railroads and in a selected group of financial and

other interests by men who are directors (sometimes called

trustees or managers) of anthracite producing companies,

or their immediate holding or affiliated companies. Chart

II shows the men who are directors of the financial and

other interests shown on Chart I, and also of railroad inter-

ests which handle or control the transportation of anthra-

cite. Chart II does not include any men who are shown on

Chart I. The relationships shown on charts I and II are

shown diagrammatically on Chart III, on which chart each

of the solid lines connecting two companies represents a di-

rectorship of a man shown on Chart I, and each broken line

represents a directorship of a man shown on Chart II. Con-

trol through stock ownership is also shown in a few cases

where such control is significant.

The more important connections between the anthracite
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producing, anthracite transporting, and financial and other

interests, as of December 31, 1936, are as follows:

The Philadelphia and Reading Coal and Iron Com pang is

a wholly-owned subsidiary of the Philadelphia and Reading

Coal and Iron Corporation, which was formed for the pur-

pose of holding the company’s stock following the decision

of the Supreme Court of the United States in 1920. The
principal directors of both the Company and the Corpora-

tion are the same, and in addition they hold prominent po-

sitions in the managements of Drexel and Company, the

Corn Exchange National Bank and Trust Company (Phila-

delphia), The Pennsylvania Company for Insurances on

Lives and Granting Annuities, Philadelphia National Bank,

Virginia Coal and Iron Company, Insurance Company of

North America, and The Pennsylvania Railroad Company.
On January 28, 1937 Mr. Thomas Newhall, a Partner in both

J. P. Morgan and Company and Drexel and Company, re-

signed as a Director of the Philadelphia and Reading Coal

and Iron Corporation and The Philadelphia and Reading
Coal and Iron Company. The vacancies were filled by Mr.

Arthur E. Newbold, Jr., a Partner in Drexel and Company,
which gave a direct tie-up between The Philadelphia and
Reading Coal and Iron Company and the Corporation, and
the Jeddo-Higliland Coal Company and the Hazle Rrooh
Coal Company (both Markle interests), as Mr. Newbold is

a Director in all four companies, and also a Partner in

Drexel and Company. Mr. Ralph E. Taggart, the President

and a Director of both The Philadelphia and Reading Coal

and Iron Company and the Philadelphia and Reading Coal

and Iron Corporation, is very active in anthracite affairs

in which other anthracite companies are interested. Mr.

Joseph Wayne, Jr., a Director of both the Company and the

Corporation, is also a Director of The Pennsylvania Rail-

road Company; and is President and a Director of the Phil-

adelphia National Bank, on whose Board there are three

Directors of the Lehigh Navigation Coal Company, includ-

ing the Chairman of the Board, three Directors of The Le-

high Coal and Navigation Company, including the Presi-
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dent, one Director of the Hasle Brook Coal Company, three

Directors of the Lehigh and New England Railroad Com-
pany, including the President and Vice President, two Di-

rectors of the Virginia Coal and Iron Company, including

the President; and one Director, who is also Vice President,

of the General Coal Company. Mr. James Willison Smith,
a Director of both the Company and the Corporation, is

also a Director of the Corn Exchange National Bank and
Trust Company (Philadelphia) and of The Pennsylvania
Company for Insurances on Lives and Granting Annuities

;

in addition he is a member of the Board of Directors of City

Trusts of the City of Philadelphia, which acts as trustee

for the anthracite properties held by the Girard Estate and
leases two of the Girard collieries to The Philadelphia and
Reading Coal and Iron Company.

The Glen Alden Coal Company is closely identified with

the Delaware, Lackawanna and Western Coal Company, the

Lehigh and Wilkes-Barre Coal Company and the Corpora-

tion among the directors of these various companies are also

directors of the Guaranty Trust Company of New York, The
Central Railroad Company of Neiv Jersey, The New York
Trust Company, First National Bank of Scranton, First Na-

tional Bank of Wilkes-Barre, The New York Central Rail-

road Company

,

First National Bank of the City of New
York, and the New York, Lackawanna and Western Railway

Company. The Glen Alden Coal Company is also very

closely allied with The Delaware, Lackawanna and Western

Railway Company, whose anthracite properties it pur-

chased. Mr. Jackson Eli Reynolds, a Director of the First

National Bank of the City of New York, formerly President,

and since June 29, 1937 Chairman of the Board, is the mov-

ing spirit in the financial control of the Glen Alden Coal

Company. He is not a Director of the Company proper, but

is a Director and Chairman of the Board of both the Lehigh

and Wilkes-Barre Corporation and the Lehigh and Wilkes-

Barre Coal Company, which control the Glen Alden Com-
pany and the Delaware, Lackawanna and Western Coal

Company, the sales company for its anthracite. Mr. Rey-
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nolcls is a Director of The New York Central Railroad Com-
pany, as is also Mr. Harold S. Vanderbilt, another of the

four directors of the Glen Alden group who are directors

and officers of the First National Bank of the City of New
York. Mr. Charles F. Huber was for many years Chairman
of the Board of the Glen Alden Coal Company and an officer

and director in other companies in the group. About the

middle of 1935 he resigned his position as Chairman of the

Board of the Glen Alden Coal Company to administer an

agreement between the principal producers of anthracite to

maintain prices and sales practices. He retained his other

positions in the Glen Alden group of companies, and is now
President and a Director of the Lehigh and Wilkes-Barre

Coal Company and of the Corporation.

Practically all of the certificates of interest in the capital

stock of The Leliiyli Valley Coal Company are owned by the

Lehigh Valley Coal Corporation, which was formed in 1929

for the purpose of acquiring them. The directors of the

two companies are also active in the management of the

First National Bank of Wilkes-Barre, Bankers Trust Com-
pany, J. P. Morgan and Company, Drexel and Company,
Jeddo-Highland Coal Company, Hazle Brook Coal Com-
pany, Markle Corporation, and the Lehigh Valley Coal Sales

Company. The Lehigh Valley Coal Company is very closely

identified with the Leh igh Valley Railroad Company, and all

of the capital stock of The Lehigh Valley Coal Company is

pledged under the General Consolidated Mortgage (matur-

ing in 2003) of the Lehigh Valley Railroad Com-
pany. Mr. Effingham B. Morris, Jr., a Director of the

Lehigh Valley Railroad Company and a Vice Presi-

dent of the Girard Trust Company (Philadelphia) is

also a member of the Board of Directors of City

Trusts of the City of Philadelphia, which administers the

anthracite properties of the Girard Estate and leases sev-

eral of the collieries to The Lehigh Valley Coal Company.
The tie-up between the Lehigh Valley and the Markle inter-

ests is through Mr. Horatio Gates Lloyd, Jr., who is a Di-

rector in companies controlled by both interests. Mr. Lloyd
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is also a Partner in Drexel and Company. Mr. Seymour
Parker Gilbert, a Director of the Lehigh Valley Coal Cor-

poration, is also a Partner in Drexel and Company
;
in addi-

tion he is a Partner in J. P. Morgan and Company and a

Director of the Bankers Trust Company. Mr. William H.

Conyngham, a Director of both the Lehigh Valley compan-

ies, is also a Director and President of the First National

Bank of Wilkes-Barre, of which Mr. Charles F. Huber, until

recently Chairman of the Board of the Glen Alden Coal

Company and now a Director of the Company and a Direc-

tor and President of the Lehigh and Wilkes-Barre Coal

Company and also of the Corporation, is also a Director and

Vice President
;
two other Glen Alden men, the President

and the General Manager, are also directors of the First

National Bank of Wilkes-Barre.

The Hudson Coal Company is controlled by The Delaware

and Hudson Company, which also controls The Delaware

and Hudson Railroad Corporation. Prominent directors of

this group are also directors of The New York, Lackawanna

and Western Railway Company, Equitable Trust Company
of New York, Bankers Trust Company, Manufacturers

Trust Company, First National Bank of Scranton, The

Chase National Bank of the City of New York, and the

United States Steel Corporation. Thirteen of the directors

of The Delaware and Hudson Company are also directors

of The Delaware and Hudson Railroad Corporation. The

President and principal director of The Hudson Coal Com-

pany, The Delaware and Hudson Company and The Dela-

ware and I tudson Railroad Corporation is Leonor Fres-

nel Loree, who is also a Director of The Chase National

Bank of the City of New York and of many railroad cor-

porations. He was formerly a Director of the Erie Railroad

Company ,
which leases its anthracite deposits to The Pitts-

ton Company; and of the New York, Ontario and Western

Railway Company, which controls the Scranton Coal Com-

pany. Mr, Cornelius Vanderbilt, anothei Director of The

Chase National Bank of the City of New York, is also a Di-

rector of the Hudson group.
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The Lehigh Navigation Coat Company is a wholly-owned

subsidiary of The Lehigh Coal and Navigation Company,
which leased the Lehigh and Susquehanna Railroad to The
Central Railroad Company of New Jersey for 900 years and

bound itself to ship 75 per cent of its output over the leased

trackage; these two companies have five directors in com-

mon. The Lehigh Coal and Navigation Company also owns

99.9 per cent of the Lehigh and New England Railroad Com-
pany and these two companies have seven directors in com-

mon. The Lehigh Navigation Coal Company and the Le-

high and New England Railroad Company have five direc-

tors in common. The companies also have common directors

with the Fuel Service Company, General Coal Company, In-

surance Company of North America, Corn Exchange Na-
tional Bank and Trust Company (Philadelphia), Virginia

Coal and Iron Company, Markle Corporation, Wentz Com-
pany, Bancamerica-Blair Corporation, Philadelphia Na-

tional Bank, The Pennsylvania Company for Insurances on

Lives and Granting Annuities and the Girard Trust Com-
pany. There is a direct overlapping between the directors

of the Lehigh Navigation Coal Company and the Hade
Brook Coed Company, in both of which companies Mr. Ralph

II. Knode and Mr. Edward B. Leisenring are Directors.

Mr. Knode is also a Director of the Markle Corporation,

which is identified with the Jeddo-Highland Coal Company
and the Hazle Brook Coal Company. Mr. Samuel Dexter

Warriner, a director and officer of all three companies, and

two other directors, Mr. Leisenring and Mr. Knode, are all

Directors of the Virginia Coal and Iron Company, of which

the latter two are President and Vice President respec-

tively. Mr. Ralph E. Taggart, a Director and President

of The Philadelphia and Reading Coal and Iron Company
and of the Corporation, and Mr. Donald Markle, President

and a Director of the Markle Corporation, are also Direc-

tors of the Virginia Coal and Iron Company. Mr. Warrin-

er, Mr. William J. Turner, and Mr. Edward B. Leisenring,

all Directors of the Lehigh Coal and Navigation group of

companies, are also Directors of the Philadelphia National
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Bank, whose President is a Director of the Philadelphia

and Reading group and of The Pennsylvania Railroad Com-
pany. Mr. Robert C. Adams, President and a Director of

the Bancamerica-Blair Corporation is a Director of all three

companies. During the first part of 1937 Mr. Warriner was
elected Chairman of the Board of The Lehigh Coal and
Navigation Company and of the Lehigh and New England
Railroad Company. Mr. Joseph Henry Nuelle, until March

31, 1937 a Director and President of the Neiv York, Ontario

and Western Railway Company, which owns the Scranton

Coal Company, was elected President of the two companies

to fill the offices formerly held by Mr. Warriner. Mr. Nuelle

was also elected a Director of The Lehigh Coal and Navi-

gation Company, in February 1937.

The Pittston Company leases its anthracite lands from

the Pennsylvania Coal Company, which leases a portion of

the lands from the Hillside Coal and Iron Company. Both

of these companies are owned by the Erie Railroad Com-
pany. The Pittston Company is closely identified with in-

terests which control the Erie Railroad Company, and its

directors are also prominent on other Boards, including

those of the Manufacturers Trust Company, and the Chesa-

peake Corporation and Alleghany Corporation, which are

to be merged. The relationship between the Van Sweringen

interests, which formerly controlled The Pittston Company,

and the J. P. Morgan and Company interests are well-known

through the publicity given to the loan by J. P. Morgan and

Company and a group of New York banks to this group, and

the recent sale of the collateral behind the loan to interests

which secured a large portion of the purchase money from

the Manufacturers Trust Company. J. P. Morgan and

Company were the first Transfer Agents for the stock of

The Pittston Company and underwrote 309,175 shares for

a fee of $1.00 per share, plus legal expenses of $12,500. Mr.

Harvey Dow Gibson, Chairman of the Board, President and

a Director of the Manufacturers Trust Company, has been

a Director of The Pittston Company since its formation.

Mr. Thomas L. Chadbourne, another Director of the Manu-
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facturers Trust Company, is also a Director of The Dela-

ware and Hudson Company and The Delaware and Hudson
Railroad Corporation. Mr. Michael Gallagher, who is a

Chairman of the Board and a Director of The Pittston Com-
pany, is also a Director of the Pere Marquette Railway

Company and The M. A. Hanna Company, which owns the

Susquehanna Collieries Company, one of the largest inde-

pendent anthracite producing companies.

The capital stock of Coxe Brothers and Company, Inc.

was purchased by the Lehigh Valley Railroad Company in

1905. Mr. Clayton E. Hildum, a Vice President and Direc-

tor of Coxe Brothers and Company, Inc-., is also Executive

Vice President of the Lehigh Valley Railroad Company. Mr.

James H. Pierce, a Director and Manager of Coxe Brothers

and Company, Inc., is also President and a Director of the

Scranton Coal Company, which is wholly-owned by the New
York, Ontario and Western Railway Company.

The Jeddo-Highland Coal Company and Hasle Brook

Coal Company have five directors in common, and all of the

officers are identical. The directors of the two companies

are also directors of the Fuel Service Company, General

Coal Company, Virginia Coal and Iron Company, Markle

Corporation, Wentz Company, Lehigh and New England

Railroad Co., Girard Trust Company, Philadelphia National

Bank, Insurance Company of North America, Lehigh Val-

ley Coal Sales Company, Drexel and Company, Corn Ex-

change National Bank and Trust Company (Philadelphia),

Lehigh Navigation Coal Company and The Lehigh Coal and

Navigation Company; The Philadelphia and Reading Coal

and Iron Company and the Philadelphia and Reading Coal

and Iron Corporation; and The Lehigh Valley Coal Com-
pany and the Lehigh Valley Coal Corporation. Mr. Donald

Markle, President and a Director of the Markle Corpora-

tion, is President and a Director of the Jedclo-Highland

Coal Company and President and Chairman of the

Board of the Hazle Brook Coal Company. He is also

a Director and Chairman of the Board of the Fuel
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Service Company; and a Director of the General Coal

Company and of the Virginia Coal and Iron Com-
pany, on whose Boards are men representing many of

the larger anthracite producing companies. Mr. Ralph H.

Knode and Mr. Edward B. Leisenring are both Directors of

the Hazle Brook Coal Company and of the Lehigh Naviga-

tion Coal Company. Mr. Horatio Gates Lloyd, Jr., a Part-

ner in Drexel and Company, is a Director of both the Jeddo-

Highland Coal Company and the Hazle Brook Coal Com-
pany, and of the Lehigh Valley Coal Corporation, The Le-

high Valley Coal Company, and the Markle Corporation.

Mr. Arthur E. Newbold, Jr., a Partner in Drexel and Com-
pany, is a Director of the Hazle Brook Coal Company, the

Jeddo-Highland Coal Company, The Philadelphia and

Reading Coal and Iron Company and the Philadelphia and

Reading Coal and Iron Corporation.

The Scranton Coal Company has been wholly-owned by

the New York, Ontario and Western Railway Company for a

long period of years. Mr. James II. Pierce, the President

and a Director of the Scranton Coal Company, is also Man-

ager and a Director of' Coxe Brothers and Company, Inc.,

whose stock is owned by the Lehigh Valley Railroad

Company.

An examination of the lists of directors and officers of

several of the larger independent companies shows an occa-

sional officer or director who is also an officer or director

of financial interests identified with the railroad companies.

Mr. Edward J. Quintal, a Director of Madeira, Hill and

Company, is also a Vice President of The Chase National

Bank of the City of New York; Mr. Evan Randolph, a Di-

rector of Madeira, Hill and Company is a Director and Vice

President of the Philadelphia National Bank; etc. Mr.

Michael Gallagher, Chairman of the Board and a Director of

The Pittston Company, is also a Director of the M. A.

Hanna Company, which owns the Susquehanna Collieries

( lornpony.
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Control of the Anthracite Industry as of December 31, 1936

Working control of the anthracite industry as of Decem-
ber 31, 1936, as determined from the corporate history, in-

terlocking of the directors, stock ownership, and the inter-

relation of financial and other interests, is briefly as follows

:

The Philadelph ia and Pleading Coal and Iron Company is

100 per cent owned by the Philadelphia and Reading Coal

and Iron Corporation, and the president and all of the di-

rectors of the Corporation are the president and directors

of the Company. The policies and management of the Com-
pany are directly dominated by Morgan interests, who have

men sitting on the Boards of Directors of both companies;

and who also, jointly with the Baker interests, dominate the

policies of the Beading Company and its subsidiary, The
Central Railroad Company of New Jersey, and other an-

thracite producing and transporting companies. The presi-

dent of The Philadelphia and Reading Coal and Iron Com-
pany is a director and vice president of the Virginia Coal

and Iron Company, which brings him into direct working

contact with the directors and officers of the Lehigh Navi-

gation Coal Company , Hazle Brook Coal Company, Jeddo-

ITighland Coal Company, and other anthracite interests.

The $60,000 salary paid to him in 1936 was for his services

to both the Company and the Corporation.

Working control of the Glen Alden Coal Company is held

by the Lehigh and Wilkes-Barre Corporation, which owns

38.66 per cent of its outstanding capital stock. Two of the

five directors of the Lehigh and Wilkes-Barre Corporation,

including the chairman of the Board of Directors, are offic-

ers and directors of the First National Bank of the City of

New York, one of them being the president* and the other a

vice president. This gives the Baker interests, which are

dominant in the control of the First National Bank of the

City of New York and jointly with Morgan interests con-

trol The New York Central Railroad Company, complete

* Mr. Reynolds was President on December 31, 1936; he was elected Chair-
man of the Board in June 1937.
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control of the Glen Alden Coal Company. The New York
Central Railroad Company owns 9.3 per cent of the capital

stock of The Delaivcire, Lackawanna and Western Railroad

Company, which holdings, together with outside holding of

friendly interests, give it working control. The Glen Alden
Coal Company owns over 99.9 per cent of the capital stock

of the Delaware, Lackawanna and Western Coal Company,
which is the sales agency for all anthracite produced by the

Glen Alden Coal Company.

The Lehigh Valley Coal Corporation owns 99.45 per cent

of the certificates of interest in the capital stock of The Le-

high\ Valley Coal Company, which stock is pledged under the

General Consolidated Mortgage of the Lehigh Valley Rail-

road Company maturing in 2003. The policies and manage-

ment of The Lehigh Valley Coal Company and the Lehigh

Valley Coal Corporation are controlled by the Morgan in-

terests, with partners of J. P. Morgan and Company and

Drexel and Company being active on the Boards of Di-

rectors of the two companies. The Pennsylvania Railroad

Company interests own 52 per cent of the total voting stock

of the Lehigh Valley Railroad Company through the Penn-

sylvania Company, the Pennroad Corporation, and the Wa-
bash Railway Company. The Morgan interests have long-

been influential in the management of the anthracite carry-

ing lines of The Pennsylvania Railroad Company, and have

cooperated with Kuhn, Loeb and Company in meeting their

financial needs. The Lehigh Valley Railroad Company owns

all of the capital stock of Coxe Brothers and Company, Inc.,

which company is managed by a director who is also a Di-

rector and President of the Scranton Coal Company. The

Lehi»ii Valiev Railroad Company has branch lines to the

breakers of Coxe Brothers and Company, Inc., and also to

the Jeddo-Highland Coal Company and the Hade Brook

Coal Company.

All of the voting stock of The Hudson Coal Company is

owned by The Delaware and Hudson Company, a holding-

company which also owns all of the voting stock of The

Delaware and Hudson Railroad Corporation. The same
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man is president and a director of all three companies, and

his $90,000 annual salary is allocated to the three compan-

ies. The president of the three Hudson companies is a di-

rector of The Chase National Bank of the City of New York,

as is also another prominent director of The Delaware

and Hudson Railroad Corporation and The Delaware and

Hudson Company. Other directors of the Hudson group

are also directors of the Bankers Trust Company (New
York) and the Manufacturers Trust Company (New York).

The general policies and management of both The Hudson
Coal Company, an anthracite producing company, and The

Delaware and Hudson Railroad Corporation, an anthracite

carrying railroad, are jointly controlled by the Morgan-

Baker interests and other interests friendly to them.

The Lehigh Coal and Navigation Company is a holding

company which owns 100 per cent of the voting stock of the

Lehigh Navigation Coal Company, and 99.9 per cent of the

voting stock of the Lehigh and New England, Railroad, Com-

pany. Five men are common directors of all three com-

panies, and one man now serves as Chairman of the Board

of Directors of all three. During 1936 he was President of

two of the companies and received a total salary of $39,000,

of which $29,600 was charged to The Lehigh Coal and Navi-

gation Company, and $9,100 to the Lehigh and New England

Railroad Company. He is also a Director of the Virginia

Coal and Iron Company, as are two other directors of the

Lehigh Navigation group, thereby bringing them into very

close contact with officers and directors of The Philadelphia

and Reading Coal and Iron Company, Jeddo-Highland Coal

Company, Hade Brook Coal Company, and other anthracite

interests. In February 1937 the President, who was also a

Director, of the New York, Ontario and Western Railway

Company, which owns the Scranton Coal Company, was

elected a Director of The Lehigh Coal and Navigation Com-

pany. In March 1937 he was elected President of

The Lehigh Coal and Navigation Company. He sev-

ered his connections with the New York, Ontario and

Western Railway Company on March 31, 1937, and
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later received permission from the Interstate Commerce
Commission to serve as President of the Lehigh and

New England Railroad Company. In April 1935, The Chase
National Bank of the City of New York owned over 18 per

cent of the outstanding capital stock of The Lehigh Coal and
Navigation Company. Early in 1936 this stock was re-

ported to have been sold to a group of banking houses in-

cluding Bancamerica-Blair Corporation, Atlas Corporation

and Lehman Corporation. Shortly after the reported sale,

the president of Bancamerica-Blair Corporation was elected

to the Board of Directors of all three of the Lehigh Naviga-

tion companies. The directors of the Lehigh Navigation

Coal Company are very active on the Board of the Hazle

Brook Coal Company and on the Boards of several other

companies controlled hv Morgan interests. A study of these

interrelations indicates that the policies of the three Lehigh

Navigation companies are controlled by Morgan interests,

with the cooperation of other friendly interests.

As of December 33, 1936 control of the voting stock of The

Piftston Company was in the hands of Messrs. George A.

Ball and G. A. Tomlinson, and The Midland Bank (Cleve-

land) through a unique arrangement of holding and super-

holding companies. On the face of it, no one interest con-

trolled 50 per cent of the stock, the known holdings being as

follows

:

Midamerica Corporation, 3.11 per cent,

Alleghany Corporation, 46.15 per cent,

Virginia Transportation Corporation, 35.46 per cent,

Western Pocahontas Corporation, 2.94 per cent.

The shares of the Alleghany Corporation were carried in

the names of nominees, whose addresses were registered on

the stock books as C/o Guaranty Trust Company of New
York, New York City. The Virginia Transportation Cor-

poration and the Western Pocahontas Corporation, which

together own 38.4 per cent of the outstanding common stock

of The Pittston Company, are both 100 per cent owned by

The Chesapeake and Ohio Railway Company, which is con-

trolled by the Chesapeake Corporation, which is in turn
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controlled by the Alleghany Corporation. The Alleghany
Corporation is controlled by the Midamerica Corporation,

the top holding company, which on December 31, 1936 was
wholly owned by Messrs. George A. Ball and G. A. Tomlin-

son, and The Midland Bank. On this date the Alleghany

Corporation also owned 33,546 shares of the capital stock

of The Lehigh Coal and Navigation Company.

On January 29, 1937, The Chesapeake and Ohio Railway
Company filed an application with the Interstate Commerce
Commission for authority to exercise its option contract of

February 1, 1932 for the purchase of 215,000 shares of Erie

Railroad Company common stock. If consummated The
Chesapeake and Ohio Railway Company would have 984,800

shares, or 65.15 per cent, of the Erie Railroad Company’s
common stock; 151,504 shares, or 31.61 per cent of the First

Preferred; and 60,195 shares, or 37.96 per cent of the Sec-

ond Preferred, making a grand total of 55.68 per cent of the

voting stock.

In April 1937 a group consisting of R. R. Young, F. F.

Kolbe and A. P. Kirby acquired the stock of the Alleghany

Corporation which was owned by the Midamerica Corpora-

tion, and the Midamerica Corporation was dissolved. On
May 26, 1937 Mr. Young testified before the Senate Com-
mittee on Interstate Commerce that the Alleghany Corpora-

tion would be merged into the Chesapeake Corporation,

which would become a “first degree holding company” of

the network of railroads and other interests formerly con-

trolled by the Van Sweringen interests. On September 22,

1937 The Chesapeake and Ohio Railway Company an-

nounced that Mr. Young had been elected a director of the

company.

Control of the Erie Railroad Company, which owns the

anthracite lands leased and operated by The Pittston Com-
pany, is largely in the hands of these same interests which

control The Pittston Company. At the time the lease was
negotiated, Mr. George F. Baker, Jr., of the First National

Bank of the City of New York, owned 50,000 shares of com-

mon stock of the Erie Railroad Company and was the larg-
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est individual holder of record. Mr. Baker was a member
of the Board of Directors of the Erie Railroad Company,
and a vice president of the First National Bank of the City

of New York was also a director of the Erie Railroad Com-
pany. The president of The Hudson Coal Company was at

the time of the lease a member of the Board of the Erie

Railroad Company, which Board also contained three di-

rectors of The Chase National Bank of the City of New
York, and several directors and officers of other interests,

including The New York Central Railroad Company, New
York, Ontario and' Western Railway Company, The Lehigh

and Hudson River Railway Company, The Delaware and

Hudson Railroad Corporation, and other railroads identi-

fied with anthracite interests. A large number of directors

and officers of the various Van Sweringen interests were

also on the Board of the Erie Railroad Company.

A study of the formation of The Pittston Company and

its lease on the anthracite properties of the Erie Railroad

Company is filled with references to J. P. Morgan and Com-
pany, The New York Central Railroad Company, the First

National Bank of the City of New York, the Guaranty Trust

Company of New York, and other prominent railroad and

banking companies identified with the Morgan and Baker

interests. The president of the Manufacturers Trust Com-
pany (New York), who was previously president of The

New York Trust Company, a Morgan interest, has been a

director of The Pittston Company since its formation.

While from a technical standpoint it might be argued that

The Pittston Company is not controlled by a railroad oper-

ating company, vet the actual control is in the hands of the

same interests which control the Erie Railroad Company,

which interests are closely identified with the Morgan and

the Baker interests.

All of the capital stock of Coxe Brothers and Company,

Inc. is owned by the Lehigh Valley Railroad Company,

which serves its collieries. The stock was placed in the

hands of voting trustees appointed by the Court following

the decision of the Supreme Court of the United States in



1920, ordering the Lehigh Valley interests to separate them-

selves from their interests in Coxe Brothers and Company,
Inc. According to the charges of the surviving voting trus-

tee, the majority of the Board of Directors of Coxe Brothers

and Company, Inc. was selected by the Lehigh Valley in-

terests, and the control by the Lehigh Valley interests is

just as positive as it was prior to the Supreme Court de-

cision. The Lehigh Valley Railroad Company is controlled

by The Pennsylvania Railroad Company which, through its

affiliated interests, owns 52 per cent of the voting stock. The
Pennsylvania Railroad Company also controls the New
York, Ontario and Western Railway Company and its sub-

sidiary, the Scranton Coal Company, through The New
York, New Haven and Hartford Railroad Company. The
manager of Coxe Brothers and Company, Inc., who is also

a director, is in addition a director and president of the

Scranton Coal Company. As previously shown, the Morgan
interests control the policies of the Lehigh Valley com-

panies, and this control extends to Coxe Brothers and Com-
pany, Inc. through a Lehigh-controlled Board.

The active control of the Jeddo-IHghland Coal Company
is in the hands of the Markle interests, which are closely

affiliated with and whose affairs are controlled by the

Morgan interests. Two of the six directors of the Jeddo-

Highland Coal Company are also partners in Drexel and
Company; four of the six are also directors of the Markle
Corporation and its principal officers, including the presi-

dent and vice president
;
and five of the six are also directors

of the Hazle Brook Coal Com pony

,

on whose Board there

are two prominent directors of the Lehigh Navigation Coal

Company. The president of the Jeddo-Highland Coal Com-
pany is also a director of the Virginia Coal and Iron Com-
pany, which brings him into close contact with directors and

principal officers of The Philadelphia and Reading Coal and,

Iron Company, Lehigh Navigation Coal Company, Lehigh

and New England Railroad Company
,
Hazle Brook Coal

Company, and other anthracite interests. The Jeddo-High-

land Coal Company’s properties are served by the Lehigh
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Valley Railroad Company

,

a Morgan-controlled anthracite

carrying railroad.

The Hazle Brook Coal Company is controlled by the

Jeddo-Highland Coal Company

,

the two companies having
identical officers and five directors in common. Two of the

directors of Hazle Brook Coal Company are also directors

of the Lehigh Navigation Coal Company. The chairman of

the Board and president of the Hazle Brook Coal Company
is a director of the Virginia Coal and Iron Company, on

whose Board there are representatives of The Philadelphia

and Reading Coal and, Iron Company, Lehigh Navigation

(foal Company, Lehigh and New England Railroad Com-
pany, Jeddo-Highland Coal Company, and other anthracite

interests. The anthracite produced by the Hazle Brook

Coal Company is transported by the Lehigh Valley Rail-

road Company, a Morgan-controlled company. The Morgan
interests are in full control of the policies and management
of the Hazle Brook Coal Company. During 1936 and early

1937 the Hazle Brook Coal Company reorganized its finan-

cial affairs under Section 77-B of the Federal Bankruptcy

Act.

The Scranton Coal Company is 100 per cent owned by the

New York, Ontario and, Western Railway Company, a ma-
jority of whose stock was acquired by The New York, New
Haven and Hartford Railroad Company in October 1904.

The Pennsylvania Railroad Company and its affiliated

companies have working control of The New York, New
Haven and Hartford Railroad Company through ownership

of about 30 per cent of the common stock which is held in its

own name and in the name of the Penn Road Corporation,

and that held for it by Kuhn, Loeb and Company. The

Pennsylvania interests also own a majority of the stock of

the Lehigh Valley Railroad Company, thereby placing three

anthracite carriers (Lehigh Valley, New York, Ontario and

Western, and The Pennsylvania) under the control of this

single group of interests which work very closely with the

Morgan and Baker interests in matters relating to the pro-

duction and transportation of anthracite. The late J. P.
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Morgan was a Director of the New York, Ontario and West-
ern Railway Company, and the firm of J. P. Morgan and
Company has been active in marketing securities of the

railroad. The President of The Scranton Coal Company is

Manager of Co :re Brothers and Company, Inc. and a Direc-

tor of both companies. The control of the policies of The
Scranton Coal Company is in the hands of Morgan interests

who also direct the policies of Coxe Brothers and Company,
Inc. through their interests in the Lehigh Valley group. In

May 1937 both the Scranton Coal Company and the New
York, Ontario and Western Railway Company applied for

permission to reorganize under Section 77-B of the Federal

Bankruptcy Act.

The Susquehanna Collieries Company is a wholly-owned

subsidiary of The M. A. Hanna Company, which in 1917 pur-

chased the anthracite properties of the Susquehanna Coal

Company, a wholly-owned subsidiary of The Pennsylvania

Railroad Company, and placed them in the Susquehanna

Collieries Company.

The Penn Anthracite Collieries Company, one of the larg-

er anthracite producers, does not appear to be controlled by

the same financial interests that control the anthracite car-

rying railroads.

Madeira, Hill and Company controls the Colonial Colliery

Company, Harleigh-Brookwood Coal Company, Thomas
Colliery Company, and The Mill Creek Coal Company, the

principal officers being the same for the five companies. One
director of Madeira, Hill and Company is also a Vice Presi-

dent of The Chase National Bank of the City of New York,

and another director is a Vice President and Director of the

Philadelphia National Bank. Two directors of the Colonial

Colliery Company are also Vice Presidents of the Girard

Trust Company, and another director is an assistant Vice

President of The Pennsylvania Company for Insurances on

Lives and Granting Annuities. The anthracite subsidiaries

of Madeira, Hill and Company appear to work in harmony

with the large anthracite producing and transporting in-
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terests, blit not to bo controlled by the same financial inter-

ests that control the anthracite carrying railroads.

Summary

The concentration of the anthracite deposits of the United

States in a very small geographic area and the necessity of

using mass transportation facilities for hauling anthracite

to the consumer, cause the industry to lend itself to central-

ized control by a small group. Such control is fully

exercised.

Studies of the anthracite industry made in 1916 and 1917

by the Federal Trade Commission showed very clearly that

the control of the anthracite producing companies was at

that time in the hands of the railroads serving the districts

in which the anthracite deposits and breakers were located.

This control was exercised in a manner that was not con-

sidered to be in the public interest, and the situation was

brought before the Supreme Court of the United States.

After a full hearing, the Supreme Court ordered certain of

the railroad companies to divest themselves of the control

and domination of anthracite producing companies. The

decisions of the Supreme Court were handed down in 1920,

and after many delays the companies referred to in the de-

cisions developed and submitted plans for dissolution which

were approved by the Court.

A study of the actual operations of these plans shows a.

continuation, in modified form, of the same community of

interest and centralized control which existed prior to the

Supreme Court decisions. The principal difference between

the situation now and that which existed prior to 1920 is that

while in the past the railroad companies directly controlled

the anthracite producing companies, at the present time the

anthracite carrying railroad companies and the anthracite

producing companies are both controlled by financial and

other interests whose directors and principal officers sit on

the Boards of the anthracite producing and transporting

companies, thereby maintaining the unified control which

has existed for more than a century.

354



Due to various Federal investigations and attempted reg-

ulation of the banking industry, holding companies, and

stock exchange practices, the control by the financial inter-

ests has become more remote, but none the less positive.

Great care appears to have been taken by certain of the

financial organizations to avoid the appearance of having

directors in common between the anthracite producing com-

panies and the anthracite carrying railroads. This has re-

sulted in certain of the directors of large financial interests

more or less specializing in affairs and relations of the an-

thracite operating companies, whereas other directors of the

same companies have specialized in the affairs and opera-

tions of the anthracite carrying railroads. The two groups

of directors sit on the Boards of the same financial interests

where policies are developed and plans coordinated for

maintaining unified control of the anthracite industry.

The anthracite producing companies directly identified

with and controlled by the same financial and other inter-

ests that control the anthracite carrying railroads, consist

of the following ten firms

:

The Philadelphia and Reading Coal and Iron Com-
pany,

Glen Alden Coal Company,
The Lehigh Valley Coal Company,
The Hudson Coal Company,
Lehigh Navigation Coal Company,
The Pittston Company,
Coxe Brothers and Company, Inc.,

Jeddo-Highland Coal Company,
Hazle Brook Coal Company,
Scranton Coal Company.

During the calendar year 1936 these ten firms, and ten-

ants on lands owned or controlled by them, produced 39,-

673,492 net tons of anthracite, which was approximately

three-fourths of the total production for the year. The
balance of a little more than one-fourth was produced by

approximately 175 independent anthracite producing com-

panies, of which the three larger are :

Susquehanna Collieries Company,
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Penn Anthracite Collieries Company,
Madeira, Hill and Company.

These three companies and the other independent com-

panies have some directors in common with the financial and
other interests which control the ten companies given above,

but the connections are not considered of sufficient import-

ance to justify including any of the companies in the fore-

going group of ten companies.

Practically all of the anthracite tonnage produced by both

the independent and the railroad producing companies and
transported by rail is hauled by the following nine

railroads

:

Reading Company,
Lehigh Valley Railroad Company,
The Delaware, Lackawanna & Western R. R. Co.,

The Pennsylvania Railroad Company,
The Delaware & Hudson R, R. Corporation,
The Central R. R. Co. of New Jersey,

Erie Railroad Company,
New York, Ontario & Western Railway Co.,

Lehigh & New England R. R. Company.

The combined tonnage hauled during the calendar year

1036 by these nine railroads amounted to 46,970,604 net tons,

which is somewhat less than the total production, due to

local sales, colliery use, and sales to truckers. All of these

railroad companies are closely identified with and controlled

by the same financial and other interests that control the

ten anthracite producing companies referred to previously.

In a few cases there is still the direct control between the

anthracite producing and transporting companies that ex-

isted prior to 1020. For example, the New York, Ontario

and Western Railway Company owns 100 per cent of the

stock of the Scranton Coal Company, and the Lehigh Valley

Railroad Company owns all of the stock of Coxe Brothers

and Company, Inc., although in the latter case the stock is

in the hands of voting trustees.

The financial and other interests which control both the

anthracite producing companies and the anthracite carry-

in..' railroads consist of New York and Philadelphia banks,
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investment houses, insurance companies and industrial

firms, which are controlled by two principal groups. These

groups are the Morgan interests, headed by the firm of' J. P.

Morgan and Company, and the Baker interests, of which

the major companies are the First National Bank of the

City of New York, and The New York Central Railroad

Company which is controlled jointly by the Baker and Mor-

gan interests. A third group consists of banks, etc. which

are friendly to or controlled jointly by the above two

interests.

The principal companies included in each group are as

follows

:

Morgan Interests

J. P. Morgan and Company,
Bankers Trust Company (New York),
Guaranty Trust Company of New York,
The New York Trust Company,
Drexel and Company,
Markle Corporation,
Girard Trust Company (Philadelphia),
The Pennsylvania Company for Insurances on Lives

and Granting Annuities,

United States Steel Corporation.

Baker Interests

First National Bank of the City of New York,
First National Bank of Scranton,
First National Bank of Wilkes-Barre.

Interests Jointly Controlled by the Morgan and Baker
Interests, or Friendly to Them

Alleghany Corporation, and
Chesapeake Corporation, which are to be merged;
Bancamerica-Blair Corporation,

The Chase National Bank of the City of New York,
Manufacturers Trust Company (New York),
Corn Exchange National Bank and Trust Company

(Phila.),

Philadelphia National Bank,
Insurance Company of North America,
Virginia Coal and Iron Company.

The past history of the close relationship between these

groups has been brought out in detail in various congres-
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sional investigations, including: one made in 1912-1913 by a

special committee of the House of Representatives under
the chairmanship of Congressman Pugo; the investigation

of stock ownership in railroads, made in 1930-1931 by the

Committee on Interstate and Foreign Commerce of the

House of Representatives under the chairmanship of Con-

gressman Parker; the investigation of stock exchange prac-

tices, made in 1933 by the Senate Committee on Banking
and Currency under the chairmanship of Senator Fletcher;

and the investigation of railroads, holding companies, affil-

iated companies and related matters, now being made by a

subcommittee of the Senate Committee on Interstate Com-
merce under the chairmanship of Senator Wheeler. In brief,

these investigations have definitely established that the

Morgan and the Baker interests have worked in harmony
in obtaining and administering control of the larger finan-

cial institutions and of the industrial and railroad com-

panies which depend on them for their financing.

The dominant part played by the Morgan and Baker in-

terests in the organization and control of the industries

and railroads of the United States is well known to all. The

relationship between the two men and the results of their

combined efforts are summed up in the following excerpt

from an editorial in The Commercial and Financial

Chronicle of May 9, 1931, following the death of Mr. Baker:

“Mr. Baker, working under the leadership of Mr.
Morgan, and most loyally cooperating with him, pro-

ceeded in the development of the country’s industries

on a scale never before witnessed.”

This was especially true of their efforts in the anthracite

industry, and for all practical purposes the Morgan and

Baker interests are today the same so far as the control

of the anthracite industry is concerned.

The interlocking of directorates showing, in part, how the

unified control of the anthracite industry by these large

financial interests is accomplished, is given on the three

charts following this summary. Only the interlocking in-

terests as indicated by directors who are directors of both
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the financial interests and the anthracite producing or

transporting companies are shown. As previously men-
tioned, it appears to have been the policy of the large finan-

cial companies to divide their interests into groups and to

assign certain directors to each group. One of such groups

is composed of directors who maintain the contacts between

financial institutions, as, for example, the men who link to-

gether the firms of J. P. Morgan and Company, Guaranty

Trust Company of New York, Bankers Trust Company
(New York), and other financial interests controlled by the

Morgan group. These men do not appear on the charts ex-

cept in a few isolated instances where they also hold direc-

torships in anthracite producing or transporting companies.

The principal control of the various anthracite producing

companies and anthracite carrying railroads is as follows:

Morgan

Anthracite Producing Companies

The Phila. & Reading C. & I. Co.,

The Lehigh Valley Coal Company,
Lehigh Navigation Coal Company,

(jointly with friendly interests),

The Pittston Company,
(jointly with Baker interests),

Coxe Brothers and Company, Inc.,

Jeddo-Highland Coal Company,
Hade Brook Coal Company,
Scranton Coal Company,

Interests

Anthracite Carrying Railroads

Reading Company
(jointly with Baker interests),

Lehigh Valley Railroad Company,
The Pennsylvania Railroad Company,

(jointly with friendly interests),

The Central R. R. Co. of New Jersey
(jointly with Baker interests),

Erie Railroad Company
(jointly with Baker interests),

New York, Ontario & Western Rail-

way Co.
(jointly with friendly interests),

Lehigh & New England Railroad
Company

(jointly with friendly interests).

Baker Interests

Glen Alden Coal Company,
The Hudson Coal Company

(jointly with Morgan and friendly

interests)

The Del., Lackawanna & Western R.

R. Co.

(jointly with Morgan interests),

The Delaware & Hudson R. R. Cor-
poration

(jointly with Morgan and friendly

interests).

inter-

companies, which brings

largely through directorships

All of them are active di-

The interlocking of directorates between financial

ests and anthracite producing

about the above control, is

held by the following 40 men.



rectors of anthracite

are

identified with the

anthracite carrying railroads.

Adams, Robert C.,

Bradley, Alva, [Lincoln
Chadbourne, Thomas
Conyngham, William H.,

deForest, Henry Wheeler,
Fine, Andrew M.,

Gibson, Harvey Dow,
Gilbert, Seymour Parker,
Griffith, Edward,
Hildum, Clayton E.,

Huber, Charles F.,

Inglis, William Wallace,
Jessup, Albert B.,

Knode, Ralph JL,

Leisenring, Edward B.,

Lloyd, Horatio Gates, Jr.

Loree, Leonor Fresnel,
Markle, Alvan, Jr.,

Markle, Donald,
Marshall, Ross S.,

producing companies, or of

Maxwell, Howard W.,
McGarrah, Gates W.,
Miller, Nathan L.,

Murphy, John P.,

Newbold, Arthur E., Jr.,

Nuelle, Joseph Henry,
Pierce, James H.,

Platt, Frederick Joseph
Reynolds, Jackson Eli,

Rush, Benjamin,
Smith, James Willison,
Sturgis, Henry S.,

Taggart, Ralph E.,

Turner, William Jay,
Vanderbilt, Cornelius,
Vanderbilt, Harold S.,

Warriner, Samuel Dexter
Wayne, Joseph, Jr.,

Welldon, Samuel A.,

Weston, Charles S.

producing companies and in addition

directors or ranking officers of financial institutions

anthracit

The foregoing list, of 40 men includes only those who are

directors of both anthracite producing companies and finan-

cial or anthracite transporting interests. In addition the fol-

lowing 10 men are prominent and active in the anthracite

industry, but do not hold directorships in both anthracite

producing and transporting interests.

Clement, Martin Withington,
Crowley, Patrick Edward,
Gallagher, Michael,
Leamy, Frederick W.,
Loomis, Edward Eugene,
Morgan, J. Pierpont,
Scheer, Edward Waldemar,
Stotesbury, Edward T.,

Whitney, George,
Willard, Daniel.

The connection between the anthracite carrying railroads

and the financial and other interests is principally through
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railroad men who are directors of both interests and who in

many cases are not directors of anthracite operating com-

panies. However, as shown by the charts, there are a large

number of men who are directors of both the anthracite

operating companies and the anthracite carrying railroads.

The control of the anthracite industry is definitely in the

hands of the same financial interests that control the an-

thracite carrying railroads. These financial interests are

very closely identified with the firm of J. P. Morgan and

Company. In a recent investigation by the Senate Com-
mittee on Banking and Currency, of the affairs of J. P. Mor-

gan and Company, several lists were made public of people

referred to by J. P. Morgan and Company as “close

friends”, who were permitted to purchase stock underwrit-

ten by J. P. Morgan and Company and Drexel and Com-
pany, at prices substantially below those paid by the public

in the open market. Nineteen of the fifty men given in the

foregoing lists as prominent and active in control of the an-

thracite industry were on such approved customer lists. In

addition twelve of the twenty five men on Chart II who do

not appear in the foregoing lists of fifty men were on the

approved customer lists.

The control of the anthracite producing companies and
the anthracite carrying railroads by common financial in-

terests, dominated by the firm of J. P. Morgan and Com-
pany, is contrary to the spirit of the Supreme Court deci-

sions of 1920, and continues the situation which makes it

immaterial to such financial interests whether the profits

come from mining or from transporting anthracite. Under
such a situation they can forego profits on the production
of anthracite and recoup them in high freight rates, therebv
forcing the independent companies which must pay the high
freight rates to operate on a very close margin, or at a loss,

and preventing them from providing any real competition
in the price at which anthracite is delivered to the consumer.
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APPENDIX

MAJOR ANTHRACITE PRODUCING COMPANIES
The following brief accounts of the formation and affilia-

tions of the major anthracite producing- companies are given

for the information of those who do not have ready access

to financial manuals and other sources of such information.

It is not intended as a complete corporate history of these

companies, and record of their affiliations. For more de-

tailed information the reader is referred to

:

Moody’s Financial Manuals (Published Annually).
Poor’s Financial Manuals (Published Annually).
Poor’s Register of Directors (Published Annually).
Standard Corporation Records (Revised Daily).

Financial and Commercial Chronicle (Published
Weekly).

Report of the Federal Trade Commission on Anthra-
cite and Bituminous Coal, June 20, 1917. (United
States Government Printing Office).

Regulation of Stock Ownership in Railroads, 3 Parts,
February 21, 1931. (United States Govt. Printing
Office).

Report of the United States Coal Commission, Parts
I and II, July 5, 1923. (United States Govt. Print-

ing Office).

Hearings before a Subcommittee of the Committee on
Interstate Commerce of the United States Senate
on Investigation of Railroads, Holding Companies,
Affiliated Companies, and Related Matters—which
started December 7, 1936 and are not yet com-
pleted. (United States Government Printing Of-

fice).

The following official court decisions also contain detailed

information on the formation and activities of the various

companies

:

1908, U. S. v. Delaware & Hudson, 164 Fed. 215

;

1908, U. S. v. Delaware & Hudson, 213 U. S. 366

;

1914, IT. S. v. Lehigh, 225 Fed. 399

;

1920, U. S. v. Lehigh, 254 U. S. 255

;

1911, U. S. v. Lehigh, 220 U. S. 257;
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1914, U. S. v. Delaware, Lackawanna & Western, 213
Fed. 240;

1915, U. S. v. Delaware, Lackawanna & Western, 238
U. S. 516

;

1913, Delaware, Lackawanna & Western v. U. S., 231
U. S. 363

;

1910, U. S. v. Reading, 183 Fed. 427

;

1912, U. S. v. Reading, 226 U. S. 324

;

1915, U. S. v. Reading, 226 Fed. 229;
1919, IT. S. v. Reading, 253 U. S. 26;

1921, U. S. v. Reading, 273 Fed. 848

;

1922, Continental Co. v. U. S., 259 LI. S. 156;

1919, Lehigh Coal & Navigation Co. v. U. S., 250 XJ. S.

556;
1915, Meeker v. Lehigh Valley R. R., 236 U. S. 412.

The Philadelphia and Reading Coal and Ikon Company

History

The history of The Philadelphia and Reading Coal and

Iron Company and the events preceding its formation date

back to 1869, when the management of the Philadelphia and

Reading Railroad Company came into the hands of the ag-

gressive hut incautious Franklin B. Gowen. Mr. Gowen
purchased anthracite deposits in the Schuylkill Field on an

extensive scale, and in May of 1871 organized the Laurel

Run Improvement Company to hold them. In December of

1871 the name of the company was changed to The Phila-

delphia and Reading Coal and Iron Company. Bv 1875 ap-

proximately 100,000 acres had been acquired at a cost of

about $40,000,000.

The large indebtedness incurred in the purchase of an-

thracite deposits, and a decrease in net revenue, due to com-

petition, brought the railroad to three receiverships be-

tween 1880 and 1896. The reorganization under the second

and third receiverships was carried through by J. P. Mor-

gan and Company and was very skillfully handled so as to

circumvent the revised Constitution of the Commonwealth
of Pennsylvania which went into effect January 1, 1874.

Section 5 of Article XVII of this Constitution provided

that

:
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“Sec. 5. No incorporated company doing the busi-
ness of a common carrier shall, directly or indirectly,

prosecute or engage in mining or manufacturing ar-

ticles for transportation over its works; nor shall such
company, directly or indirectly, engage in any other
business than that of common carriers, or hold or ac-

quire lands, freehold or leasehold, directly or indirectly,

except such as shall be necessary for carrying on its

business
;
but any mining or manufacturing company

may carry the products of its mines and manufactories
on its railroad or canal not exceeding fifty miles in

length. ”

At the time of the Federal Trade Commission investiga-

tion of the anthracite industry (1916-1917) the Reading
Company was a holding company controlling, among others,

the Philadelphia and Reading Railway Company and The
Central Railroad Co. of New Jersey.* The Philadelphia

and Reading Railway Company controlled The Philadelphia

and Reading Coal and Iron Company, and The Central Rail-

road Company of New Jersey controlled the Lehigh and
Wilkes-Barre Coal Company. A large portion of the lines

operated by The Central Railroad Company of New Jersey

were owned by The Lehigh Coal and Navigation Company,
which had leased the trackage to The Central Railroad Com-
pany of New Jersey for nine hundred years and bound it-

self to ship 75 per cent of its output over the leased

t rackage.

Following the decision of the Supreme Court of the

l nited States in 1920, ordering the separation of the rail-

road and anthracite companies, a plan was adopted on May
22, 1923 by which the Reading Company was changed from
a holding company to an operating company, by the merger
into it of the Philadelphia and Reading Railway Company
and twelve other railroad corporations. The Central Rail-

road Company of New Jersey was not included in the mer-
ger. The Reading Company owns 53 per cent of the out-

standing stock of the Central Railroad Company of New
Jersey, which stock is pledged under the Reading Company

* Report of the Federal Trade Commission on Anthracite and Bituminous
Coal, June 20, 1917—page 49.
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collateral trust 4’s 1951 but is assigned to trustees subject

to the order of the IT. S. District Court.

On December 19, 1923 the Philadelphia and Reading Coal

and Iron Corporation was incorporated, and it purchased
from the Reading Company The Philadelphia and Reading
Coal and Iron Company for $5,600,000 cash and agreed to

honor warrants for 1,400,000 shares of no par stock of the

Philadelphia and Reading Coal and Iron Corporation at

$4.00 per share. Since the Reading Company was not per-

mitted under the court order to hold the stock, it issued to

its stockholders warrants giving them the right to subscribe

to certificates of interest in the stock of the Philadelphia

and Reading Coal and Iron Corporation at $4.00 per share

prior to January 1, 1926, which date was later extended.

Such certificates of interest being exchangeable for actual

stock upon tbe filing of an affidavit that the applicant was
not a holder of stock of the Reading Company.

The Central Railroad Company of New Jersey sold its

$8,489,650 par value of stock of the Lehigh and Wilkes-

Earre Coal Company to the Reynolds Syndicate, headed by

Jackson E. Reynolds, President of the First National Bank
of New York City, for $31,410,780. On January 1, 1930, the

Glen Alien Coal Company (Baker interests) took over the

collieries of the Lehigh and Wilkes-Barre Coal Company.

On March 1, 1929, The Philadelphia and Reading Coal

and Iron Company issued $30,800,000 of 20-year convertible

6% debenture bonds, which can be converted into shares of

the common stock of the Philadelphia and Reading Coal and

Iron Corporation at the rate of 40 shares for each $1,000

principal amount of debenture bonds, at any time prior to

March 1, 1939. During 1935 the Company purchased $1,-

652,000 principal amount of these bonds for $775,344, and

on December 31. 1935 the amount outstanding was $29,148,-

000. The same amount was shown on the books as outstand-

ing on December 31, 1936.

In 1930, The Philadelphia and Reading Coal and Iron

Company received 115,000 shares of common stock of the

National Power and Light Company as part consideration
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for the sale of its power properties and facilities. In 1935,

20,900 shares were sold at a loss of $477,739, and the balance

of 94,100 shares were sold in 1936 at a loss of $2,039,648.

At a meeting of the Board of Directors of The Phila-

delphia and Reading Coal and Iron Company held February

25, 1937, the Board adopted a resolution providing that the

interest on the 20-vear convertible 6% debenture bonds

would not be paid when it came due on March 1,

1937. The reason given was that to pay the interest

would deplete the cash working capital of the Com-
pany so that there would not be sufficient funds in

the immediate future to pay wages and taxes in

the communities where the properties of the Company are

located, without the payment of which the operations of the

Company could not be maintained. On February 26. 1937 a

voluntary petition for reorganization under Section 77-B

of the Federal Bankruptcy Act was filed in the District

Court of the United States for the Eastern District of Penn-

sylvania. The Court approved the petition and directed

that the Company continue in possession of its properties

and operate them pending further orders of the Court. On
June 1, 1937, Mr. Taggart, President of The Philadelphia

and Reading Coal and Iron Company, announced that the

interest due July 1, 1937 on the refunding mortgage 5%
bonds would not be paid. On December 31, 1936 there were

$25,130,866.66 of such bonds outstanding.

This is the fourth time that the anthracite interests affili-

ated with the Reading interests have been involved in bank-

ruptcy proceedings; the other three proceedings were be-

tween 1880 and 1896. Each time the large debt of the com-

pany incurred in acquiring excessive anthracite deposits has

been cited as a contributing factor to the financial

difficulties.

Affiliations

On December 31, 1936, The Philadelphia and Reading
Coal and Iron Company controlled the following subsid-

iaries :
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Per Cent
of Voting

Power Owned
The Fulton Coal Company 99.3
Locust Gap Improvement Company 99.1
Preston Coal and Improvement Company 95.6
Tremont Coal Company 99.5
The Mammoth Vein Coal and Iron Co. 91.4
Delaware Coal Co. 100
Anthracite Water Co 100
Butler Township Water Co. 100
The Silver Creek Water Co. 100
The Pine Hill Water Co. 100
The North Manheim Water Co. 100
The Beechwood Water Supply Co. 100
The Pine Forest Water Co. 100
Good Spring Water Co. 100
Zerbe Run Water Co. 100
Reading Anthracite Canadian Co., Ltd. 100
Chester Operating Co., Inc. 100
Reading Iron Company 100
The Thomas Iron Company 100
Deer Park Land Company 100
Reading Iron Company of Texas 100
Hanson and Parker Limited 100
Grade Operating Company, Inc. 100

Hygrade Coal Company, Inc 100
The Star Sales Co. 100

The Sunup Sales Co. 100
The Merit Sales Co 100
The Prime Sales Co. 100
Greater New York Coal Distributing Co.,

Tn addition the Company holds as collateral the control-

ling stock in live other corporations, some of which are in

default.

The Philadelphia and Reading Coal and Iron Company is

100 per cent owned by the Philadelphia and Reading Coal

and Iron Corporation, which exists, apparently, only for the

purpose of holding the stock of the company as it has no

other assets. The Corporation has issued 1,400,000 shares

of common stock and has in addition reserved 1,232,000

shares of common stock to meet the conversion privileges
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of the holders of the debenture bonds of the Company. As
of March 1, 1937, Stuart and Company, C/o the Trust De-

partment of the National City Bank of New York, owned
303,325 shares, which is 21.65 per cent of the shares of the

outstanding’ common stock. On this same date The Balti-

more and Ohio Railroad Company, which together with The
New York Central Railroad Company has controlled the

Reading Company for the past thirty years, owned $6,818,-

300 par value of the debenture bonds which could lie con-

verted into 272,732 shares of common stock, which is 22.14

per cent of that reserved to meet the conversion privilege.

The directors of The Philadelphia and Reading Coal and

Iron Company and of the Philadelphia and Reading Coal

and Iron Corporation were as follows on December 31,

1936:

Ralph E. Taggart
Patrick H. Burke
Pierpont V. Davis
Nathan Hayward

*Arthur E. Newbold, Jr.

Thomas Newhall
John P. Reighard
J. Willison Smith
Joseph Wayne, Jr.

Ralph E. Taggart, the

Company
Pres, and Dir.

Director
Director

Director
Director
Director

Corporation

Pres, and Dir.

Director
Director
Director
Director

Director
Director Director

Director Director
President and a Director of both

the Company and the Corporation, is also a Director of the

Stonega Coke and Coal Company, and a Vice President and

Director of the Virginia Coal and Iron Company. Three di-

rectors of the Virginia Coal and Iron Company, including

the President and another Vice President, (R. H. Knode,

E. B. Leisenring and S. D. Warriner) are also directors

of the Lehigh Navigation Coal Company; two (R. H. Knode
and E. B. Leisenring) of the Hazle Brook Coal Company,
General Coal Company, and other anthracite interests

;
and

another director of the Virginia Coal and Iron Company
(D. Markle) is also a Director of Jeddo-Highland Coal Com-
pany (also President), Hazle Brook Coal Company (also

* Elected to fill vacancies created by Mr. Newhall’s resignation.
** Resigned January 28, 1937, from Company and Corporation.
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Chairman and President), General Coal Company, and

other anthracite interests. It is interesting to note that the

affairs of the Virginia Coal and Iron Company are in the

hands of five officials whose connections with other com-

panies are as shown above.

Patrick H. Burke is also a Director and President of the

Miners National Bank, Shenandoah, Pennsylvania, and a

Director and Solicitor of the Shenandoah Building and

Loan Association.

Pierpont V. Davis is also a Director of the St. Louis-San

Francisco Railway Company, and Minneapolis & St. Louis

Railroad; and Vice President and a Director of Brown,

Harriman and Company.

Nathan Hayward is also a Director of the Philadelphia

Belt, Line, Fidelity-Philadelphia Trust Company, and the

Bell Telephone Company of Pennsylvania.

Arthur E. Newbold, Jr., who was elected a Director of

both the Company and the Corporation to fill the vacancies

created by the resignation of Thomas Newhall, is also a

Partner in Drexel and Company; and a Director of the

Jeddo-Highland Coal Company and of the Hazle Brook

Coal Company.

Thomas Newhall, who resigned his directorships as of

January 28, 1937, is also a Partner in J. P. Morgan and

Company, and Drexel and Company; and a Director in the

Midvale Company.

John P. Reighard is also a Director, Secretary and Treas-

urer of The Monitor Coal and Coke Company, Shamokin,

and of The Gay Coal and Coke Company; and Director of

the National-Dime Bank of Shamokin, and of the Pottsville

Water Company.

James Willison Smith is also a Director of the Corn Ex-

change National Bank and Trust Company (Philadelphia),

of which a director (R. H. Knode) of the Lehigh Navigation

Coal Company is a director. Mr. Smith is also a Director

of The Pennsylvania Company for Insurances on Lives and

Granting Annuities, of which another director (S. T). War-
riner) and Chairman of the Board of the Lehigh Navigation
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Coal Company is a member of the Board; and Director of

a number of transportation and insurance companies. In

addition be is a member of the Board of Directors of City-

Trusts of the City of Philadelphia, which administers the

anthracite properties held by the Girard Estate. Another

member of this Board of Directors is Effingham B. Morris,

Jr., who is a Director of the Lehigh Valley Railroad Com-
pany, and of the First National. Bank of Philadelphia; and

a Vice President of the Girard Trust Company.

Joseph Wayne, Jr., is also a Director of the Pennsylvania

Railroad Company, Pennroad Corporation, Midvale Com-
pany, Insurance Company of North America, and Federal

Reserve Bank of Philadelphia; and President and Director

of the Philadelphia National Bank, on whose Board there

are three directors ( E. B. Leisenring, W. J. Turner, and

S. I). Warriner) of the Lehigh Navigation Coal Company
and of The Lehigh Coal and Navigation Company, includ-

ing the Chairman of the Board of the former, and the Presi-

dent, of the latter; two (Leisenring and Warriner) are also

directors of the Insurance Company of North America. In-

terlocking directors of the Philadelphia National Bank also

include one director of the Hazle Brook Coal Company;
three of the Lehigh and New England Railroad Company,
including the President and Vice President; two of the

Virginia Coal and Iron Company, including the President;

and one, who is also Vice President, of the General Coal

Company.

Glen Alden Coal Company
History

The Glen Alden Coal Company was incorporated in 1886,

but did not come into prominence as a “Line” company
until 1921. It originally owned coal lands, which were later

sold, and for many years prior to 1921 it held only other

types of land.

Mr. William W. Inglis, who has been President of the

Glen Alden Coal Company since it was reorganized in 1921,

was the moving spirit in the setting up of the company as

an anthracite producing company. In 1921 Mr. Inglis, who
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was then Vice President and General Manager of The Del-

aware, Lackawanna and Western Railroad Company in

charge of Coal Mining, with several associates purchased

for about $22,000 all of the outstanding capital stock of the

Pine Valley Coal Company, which had certain valuable

rights permitted it by its charter. The name of the company
was changed to the Glen Alden Coal Company, and Mr.

Inglis and bis associates became officers and directors. The
capital stock was increased from 420 shares to 850,000

shares, and offered to the then stockholders of The Dela-

ware, Lackawanna and Western Railroad Company at $5

per share. At the same time the stock was quoted on the

open market at $25 to $30 a share, and practically all of it

was purchased by stockholders of The Delaware, Lacka-

wanna and Western Railroad Company under their rights

to purchase it at $5 per share.

On June 15, 1921 the directors of the Glen Alden Coal

Company offered The Delaware, Lackawanna and Western

Railroad Company $60,000,000 and the assumption of cer-

tain obligations, amounting to over $12,000,000, for its coal

lands and all its real and personal property used in con-

nection with or incidental to its coal-mining business. The

offer was accepted and the Glen Alden Coal Company took

over the coal properties of the railroad company on Septem-

ber 1, 1921 by assuming a $60,000,000 4% Purchase Money
Mortgage (payable at the rate of $1,500,000 per year) and

also assuming $12,244,933.04 in other liabilities, as follows:

Workmen’s compensation liability for

all accidents prior to September 1,

1921 (estimated) $ 814,872.98

Lessor’s liability, estimated liability on
account of any litigation relative to

coal operations 11,400,000.00

Mary Burtis Muclnnore mortgage 24,000.00

Deferred royalty payments 6,060.06

$12,244,933.04

The properties conveyed to the Glen Alden Coal Company

for $72,244,933.04 were carried on the books of The Dela-
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ware, Lackawanna and Western Railroad Company at $6,-

240,069.17, the details of the write-up at the time of trans-

fer being as follows:

Closing Opening
Entries of Entries of

Del., Lacka. Glen Alden
& W. R.R. Co. Coal Co.

Nancy Walker Coal Co.

stock $ — $ 1.00

Lackawanna Valley Coal
Co. stock 1.00

The Diamond Anthracite
Coal Co. stock 1.00

General office building 62,997.30 74,500.00

Mining property 1,831,383.30 57,673,760.53
Mine buildings, structures,

and equipment 3,373,260.12 12,150,000.00
Lands and buildings 34,333.69
Farms, houses and real es-

tate 966,546.00

Advanced royalties 436,137.11

Materials and supplies 938,094.76 943,986.40

6,240,069.17 72,244,933.04

While the $72,244,933.04 technically represents the ori-

ginal cost of the Glen Alden Coal Company of its mining

properties, the fact remains that the stockholders of the

Glen Alden Coal Company were practically identical with

those of The Delaware, Lackawanna and Western Railroad

Company, little new money was invested, and the apprecia-

tion of $66,004,863.87 was in the form of a $60,000,000 note

under which the stockholders of the coal company promised

to pay themselves $60,000,000 as stockholders of the rail-

road company. The new company was very profitable to

its stockholders. On each share of common stock for which

the stockholders paid $5.00, the company paid cash divi-

dends totaling $76.00 between January 1, 1922 and Decem-
ber 31, 1936—an average of $5.07 per year, which is an av-

erage annual return of over 100 per cent on the investment.

The bonds representing the $60,000,000 Purchase Money
Mortgage were turned over to the Lackawanna Securities
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Company, which in August 1932 approved a plan for disso-

lution of the securities company and the distribution of the

Glen Alden bonds to its stockholders. As of December 31,

1936 a total of $17,750,000 of the bonds had been retired.

On December 26, 1929 a merger was announced whereby
the Glen Alden Coal Company obtained all of the properties

of the Lehigh, Wilkes-Barre Coal Company in Pennsylvania

(including 11,658 acres of coal lands in fee and 2,724 acres

held under long term leases) in exchange for 676,700 shares

of Glen Alden Coal Company stock, which was at the rate

of two shares of Glen Alden for one share of Wilkes-Barre.

The transfer was effective as of January 1, 1930.

At the time of the Federal Trade Commission report of

1917, the Lehigh Wilkes-Barre Coal Company was con-

trolled by The Central Railroad Company of New Jersey,

one of the Reading roads, and was later sold by The Central

Railroad Company of New Jersey to a syndicate headed

by Jackson E. Reynolds of the First National Bank of New
York for $31,410,789. The syndicate in turn sold the bulk of

the stock to a newly formed corporation called the Lehigh

and Wilkes-Barre Corporation, which exchanged it for Glen

Alden Coal Company stock, as outlined above. Therefore,

it was a logical move for these Baker interests to be merged.

On December 31, 1936 there were 1,750,487 shares of cap-

ital stock of the Glen Alden Coal Company outstanding, of

which the Lehigh and Wilkes-Barre Corporation owned

676,700 shares, or 38.7 per cent.

All anthracite produced by the Glen Alden Coal Company
is sold through the Delaware, Lackawanna and Western

Coal Company, which was originally formed by the railroad

company. The railroad company declared an extra cash

dividend of 50 per cent on its own stock, and permitted its

stockholders to use half of the cash received to purchase the

stock of the coal company. The holders of the Delaware,

Lackawanna and Western Coal Company stock were later

given the privilege of exchanging it for stock of the Glen

Alden Coal Company, and as of December 31, 1936 the Glen

Alden Coal Company held 99.9 per cent, or all but 216
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shares, of the stock of the Delaware, Lackawanna and West-

ern Coal Company.

The New York Central Railroad Company owns 157,825

shares (9.3%) of the capital stock of The Delaware, Lacka-

wanna and Western Railroad Company, which is held in the

name of the Securities Corporation of the New York Central

Railroad Company. These holding's, together with outside

holding's of friendly interests, give The New York Central

Railroad Company working control of The Delaware, Lack-

awanna and Western Railroad Company.

Affiliations

The directors of the Glen Alden Coal Company, the Dela-

ware, Lackawanna and Western Coal Company, the Lehigh
and Wilkes-Barre Coal Company, and the Lehigh and
Wilkes-Barre Corporation, as of December 31, 1936, were as

follows

:
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William Wallace Ing'lis is also a Director of The New
York, Lackawanna and Western Railway Company, Burns
Brothers, First National Bank of Wilkes-Barre, and First

National Bank of Scranton. This latter bank is also a cor-

respondent of the First National Bank of the City of New
York, and another of its directors (Andrew M. Fine) is also

a Director and Vice President of The Hudson Coal

Company.

Edward Griffith is also a Director of the First National

Bank of Wilkes-Barre, and the First National Bank of Nan-

ticoke, Pa.

J. Hayden Oliver is also General Counsel of the Glen

Alden Coal Company.

Charles E. Ash is also a Director of the Wyoming Na-

tional Bank, Wilkes-Barre, Pa.

John H. Brooks is also a Partner in J. H. Brooks and

Company; and a Director of the Girard Life Insurance

Company and the Scranton Lackawanna Trust Company.

Charles F. Huber is also a Director and 1st Vice Presi-

dent of the First National Bank of Wilkes-Barre, Pa. This

bank is a correspondent of the First National Bank of the

City of New York, on whose Board' four men of this group
are directors and officers. The President of the First Na-

tional Bank of Wilkes-Barre (Win. H. Gonyngham) is also

a Director of the Lehigh Valley Coal Company. In 1935

Mr. Huber resigned his position as Chairman of the Board
of the Glen Alden Coal Com])any to become Administrator

of an Agreement entered into by the principal producers

of anthracite on June 18, 1935, whereby they agreed to pub-

lish their prices and sales practices and to make no changes

without immediately giving notice thereof.

Gilbert Stuart McClintock is also a Director of the Miners

National Bank of Wilkes-Barre, of which Fred Morgan
Kirby, a Director of the Lehigh Valley Railroad Company,
is Chairman of the Board.

Frederick Joseph Platt is also a Director of the First

National Bank of Scranton, Pa., two of whose directors are

directors of The Hudson Coal Company (Fine) and of the
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First National Bank of Wilkes-Barre (Inglis)
;
and a Di-

rector of the Scranton Lackawanna Trust Company.
Eliot Farley is also President and a Director of the Dela-

ware, Lackawanna and Wilkes-Barre Coal Company.
Harry A. Smith is also a Director of the Delaware, Lack-

awanna and Western Coal Company of Canada, Ltd. and oi‘

Kursteiner and Company, New York City.

George Blmnentlial is also a Director of the Fifth Avenue
Bank of New York City, and of several insurance

companies.

Howard W. Maxwell is also a Director of the Central

Railroad of New Jersey, New York Trust Company, Brook-

lyn Trust Company; and a Vice President and Director of

the Atlas Portland Cement Company.

Henry Sprague Sturgis is also a Vice President of the

First National Bank of the City of New York; and a Di-

rector of Burns Brothers, West Virginia Coal and Coke

Corporation, Pullman Company, New Jersey General Se-

curities Company, and many large industrial corporations.

He was formerly a Director of the Erie Railroad Company.

Harold S. Vanderbilt is also a Director of the First Na-

tional Bank of the City of New York, The New York Central

Railroad Company, Chicago and North Western Railway

Company, Pullman Company, and more than 25 other

railroads.

Robert Winthrop is also a Director of the City Bank
Farmers Trust Company of New York, and of many rail-

roads; and a member of the New York Stock Exchange.

Jackson E. Reynolds is also President and a Director of

the First National Bank of the City of New York; and a Di-

rector of the New Jersey General Security Company; The

New York Central Railroad Company and affiliated lines;

Southern Railway; Southern Pacific Company, and the Pru-

dential Insurance Company. The First National Bank of

the City of New York on January 1, 1937 elected Leon Fra-

ser, a former Vice President, President to succeed Mr. Rey-

nolds, who continued to act in an advisory capacity. On
June 29, 1937 Mr. Reynolds was elected Chairman of the
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Board to fill the vacancy caused by the death of George F.

Baker.

John Leisenring Kennnerer is also a Director of the

American Surety Company and the Newmont Mining-

Corporation.

Samuel A. Welldon is also a Vice President and Director

of the First National Bank of the City of New York; and a

Director of the Northern Pacific Railway Company, Amer-
ican Telephone and Telegraph Company, and Bigelow-San-

ford Carpet Company.

Charles J. Fay is also a member of the firm of White &
Case.

Henry Wheeler deForest is also a Director of the Guar-

anty Trust Company, Hudson Trust Company of New Jer-

sey, Southern Pacific Company, Western Union Telegraph

Company, and many other large companies.

In connection with a community of interests it is signifi-

cant to note that William H. Conyngham, a Director of the

Lehigh Valley Coal Company, is a Director and President

of the First National Bank of Wilkes-Barre, of which two

Directors are Directors in the Glen Alden Coal Company
(Huber and Inglis) and one Director (Griffith) is Vice

President and General Manager of the Glen Alden Coal

Company. Also, that Andrew M. Fine, a Director and Vice

President of the Hudson Coal Company, and Charles S.

Weston, a Director of the Delaware and Hudson Company,
are directors in the First National Bank of Scranton, Pa., of

which two directors (Inglis and Platt) are Directors of the

Glen Alden Coal Company.

The Lehigh Valley Coal Company

Histmi)

The Lehigh Valley Coal Company was formed in 1875 as

a merger of the Green Land Company and the Luzerne Coal

and Iron Company, which companies had been incorporated

in 1871 and 1868 respectively. All of the stock of the two

merged companies was owned by the Lehigh Valley Rail-
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road Company, which became the sole owner of the stock

of the new company.

In 1905 the Lehigh Valley Railroad Company purchased

the capital stock of Coxe Brothers and Company, Inc., the

largest independent producers of anthracite at that time,

for $17,440,000. The purchase also included all of the cap-

ital stock of the Delaware, Susquehanna and Schuylkill

Railroad Company, which served several large independent

mines. At the time of the Federal Trade Commission in-

vestigation of the anthracite industry (1916-1917) the cap-

ital stock of The Lehigh Valley Coal Company and of Coxe

Brothers and Company, Inc., both anthracite producing

companies, was still owned by the Lehigh Valley Railroad

Company.

All of the capital stock of The Lehigh Valley Coal Com-
pany, consisting of 189,300 shares, was pledged by the Le-

high Valley Railroad Company under its General Con-

solidated Mortgage maturing in 2003. In accordance with

the dissolution decree of the United States District Court

for the Southern District of New York, entered on Novem-
ber 7, 1923, the Girard Trust Company of Philadelphia, the

trustee under the mortgage, issued 1,212,160 shares of cer-

tificates of interest in the 189,300 shares of capital stock.

The Lehigh Valley Coal Corporation was formed in 1929

for the purpose of acquiring the shares of interest in the

capital stock of The Lehigh Valley Coal Company and the

shares of the capital stock of the Lehigh Valley Coal Sales

Company. As of December 31, 1936 the Corporation owned

1,205,437 certificates of interest in the capital stock of The

Lehigh Valley Coal Company, which was 99.45 per cent of

the total of 1,212,160 outstanding; and 191,764 shares of

capital stock of the Lehigh Valley Coal Sales Company, out

of a total of 196,028.7 shares outstanding.

The Lehigh Valley Coal Sales Company maintains com-

plete wholesale distribution facilities and handles approxi-

mately 90 per cent of the coal mined and prepared for mar-

ket by The Lehigh Valley Coal Company. The Lehigh
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Valley Coal Company owns the Luzerne Coal Corporation,

which in turn owns 31 retail yards in the State of New York.

These retail distributing facilities are leased under agree-

ments providing, among other things, for the purchase

of coal from The Lehigh Valley Coal Company.

In June 1937 the Pennsylvania Company, a subsidiary of

The Pennsylvania Railroad Company, owned 365,039 shares

(31 per cent) of the common stock of the Lehigh Valley

Railroad Company; and the Wabash Railway Company,
which is controlled by The Pennsylvania Railroad Com-
pany, owned 258,929 shares (21 per cent).

Affiliations

The directors of The Lehigh Valley Coal Company and
Corporation, as of December 31, 1936, were as follows:

The Lehigh Lehigh
AYdley Coal AMlley Coal
Company Corporation

F. W. Wheaton Chm. & Dir.

L. R. Close Pres. Dir. Pres. & Dir.

T. S. Barber Chm. Exec. Com. &
Dir.

Director

F. H. Wagner Exec. A
7

. P. & Dir.

W. Id. Conyngham Director Director
H. Gates Lloyd, Jr. Director Director
Samuel Alc-Cracken Director
S. Parker Gilbert Director
Franz Schneider, Jr. Director
Leonard Sullivan Director

Frank AY. Wheaton is also General Counsel of The Le-

high A
7
alley Coal Company; and General Counsel and a

Director of the AYilkes-Barre Railway Corporation, and of

the Miners National Bank of AYilkes-Barre. Other Di-

rectors of' the Miners National Bank of AYilkes-Barre are

(diaries AAh Laycock, President, who is also Director of the

Wilkes-Barre Railway Corporation; Fred Morgan Kirby,

Chairman of the Board, who is President of the Wilkes-

* Died February 4, 1937. Mr. Conyngham was elected Chairman of the
Board, March 25, 1937.
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Bane Railway and a Director of the Lehigli Valley Rail-
road; and Gilbert Stuart McClintock, wlio is a Director of
the Lehigh and Wilkes-Barre Coal Company and of the
Glen Alden Coal Company.

Lewis R. (-lose is also a Director of various subsidiaries

(Luzerne Coal Corporation, Manitowoc Land and Fuel Com-
pany, and Burns Brothers) of the Lehigh Valley Coal Cor-
poration; and President and a Director of the Lehigh' Val-
ley Coal Sales Company.

Theodore S. Barber is also President and a Director of

the Morris Run Coal Company, N. Y.; President of Ells-

worth and Company; Vice President of the Wyoming Na-
tional Bank; and a Director of the Lehigh Valley Coal Sales

Company. On December 31, 1934 Mr. Barber was one of

the two directors of the Lehigh Valley Coal Corporation

who owned stock in the Corporation; he owned 3,200 shares

directly and 5,650 indirectly.

Frank H. Wagner is also General Manager of The Lehigh

Valley Coal Company, as well as Executive Vice President

and a Director, as shown above.

William II. Conyngham is also a Director and President

of the First National Bank of Wilkes-Barre (Pa.), of which

two directors (Inglis and Huber) are also directors of the

Glen Alden Coal Company, and one (Griffith) is Vice Pres-

ident and General Manager of the Glen Alden Coal Com-
pany; also a Director of the Morris Run Coal Mining Com-
pany and of the Pennsylvania Power and Light Company.

He was the other director of the Lehigh Valley Coal Cor-

poration who owned stock in the Corporation on December

31, 1934, holding 3,500 shares.

Horatio Gates Lloyd, Jr., is also a Partner in Drexel and

Company; and a Director of the Markle Corporation, Jeddo-

Highland Coal Company, Ijclrigh Valley Coal Sales

Company, and the Ha/de Brook Coal Company, which is

identified with the Markle interests.

Samuel McCracken is also Vice President and a Director

of the Miners National Bank of Wilkes-Barre, of which
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Fred Morgan Kirby, a Director of the Lehigh Valley Fail-

road Company, is Chairman of the Board and Gilbert Stuart

McClintock, a Director of the Lehigh and Wilkes-Barre

Coal Company and of the Glen Alden Coal Company, is a

Director.

Seymour Parker Gilbert is also a Director of the Bankers

Trust Company and of the Kennecott Copper Company;
and a Partner in J. P. Morgan and Company, and in Drexel

and Company.

Leonard Sullivan is also connected with the National City

Bank and is a Director of the Lehigh Valley Coal Sales

Company.

Three important directors of the Lehigh Valley Railroad

Company who are identified with the same financial inter-

ests as the anthracite companies are as follows:

Morris L. Clothier, who is also a Director of the Girard

Trust Company and of the Philadelphia National Bank.

Arthur Calbraith Dorrance, who is also a Director of the

Girard Trust Company and of the Guaranty Trust Company
of New York.

Effingham B. Morris, Jr., who is also a Vice President of

the Girard Trust Company; a Director of the First National

Bank of Philadelphia; and a member of the Board of Di-

rectors of City Trusts of the City of Philadelphia, which
administers the anthracite properties held by the Girard

Estate. Another member of this Board of Directors is James
Willison Smith, a Director of The Philadelphia and Reading

Coal and Iron Company and of the Corporation.

Another director of the Lehigh Valley Railroad Company
'F. M. Kirby) is Chairman of the Board of the Miners Na-

tional Bank of Wilkes-Barre, of which a director (G. S. Mc-

Clintock) of the Lehigh and Wilkes-Barre Coal Company
and of the Glen Alden Coal Company, is also a Director.

The Lehigh Valley Railroad Company owns the capital

stock of Coxe Brothers and Company, Inc., which, under

the Supreme Court’s decree of November 6, 1920, was as-

signed to trustees appointed by the United States District

385



Court. The stock is to be sold and the proceeds turned over

to the Lehigh Valley Railroad Company. Recently James

B. Neale, a Director of Coxe Brothers and Company, Inc.,

and a voting trustee for the stock, charged that the Lehigh

Valley Interests controlled the Board of Directors of Coxe

Brothers and Company, Inc., and caused certain contracts to

he made to the disadvantage of Coxe Brothers and Com-
pany, Inc. In .June 1937 the Court ordered that steps he

taken to force the Lehigh Valley interests to comply with

the decree of the Supreme Court of the United States.

The Hudson Coal Company
History

The Hudson Coal Company was incorporated June 2,

1871. At the time of the Federal Trade investigation of

the anthracite industry (1916-1917) The Delaware and Hud-

son Company, a railroad company, mined anthracite direct

and also owned and controlled The Hudson Coal Company,

which produced anthracite.

At a meeting of the Board of Managers of The Delaware

and Hudson Company held on May 11, 1927, a resolution

was adopted by which the capital stock of the Northern

Coal and Iron Company and The Hudson Coal Company
was sold to The Hudson Coal Company for $35,000,000 of

the coal company’s 35-year First Mortgage 5% Gold Bonds,

dated June 1, 1927. The bonds thus received were sold by

The Delaware ancl Hudson Company to Messrs. Kuhn, Loeb

and Company and the First National Bank of the City of

New York at 9514, amounting to $33,425,000 and accrued

interest.

On January 16, 1.930 the Interstate Commerce Commis-
sion (Finance Docket 7359) granted authority to The Del-

aware and Hudson Company to turn over all of its railroad

properties to a new wholly-owned subsidiary corporation

called The Delaware and Hudson Railroad Corporation.

This was done on April 1, 1930 and as a result The Dela-

ware and Hudson Company became a holding company con-



trolling subsidiaries engaged in (1) the transportation of

freight and passengers in interstate commerce, (2) the min-

ing and selling of anthracite, (3) the mining of iron ore and
the manufacture and sale therefrom of ore tailings, concen-

trates, sintered ore and pig iron, (4) the quarrying of lime

stone and the production and sale of crushed stone and lime,

(5) the operation of two summer hotels, and (6) the rental

to others of land and buildings. The Delaware and Hudson
Company owns 476,500 shares (over 7 per cent) of the cap-

ital stock of The New York Central Railroad Company.

On December 31, 1936 The Hudson Coal Company had

outstanding 374,965 shares of common stock of $50 par

value, all of which except 70 qualifying shares was owned

by The Delaware and Hudson Company, which had pur-

chased it at various times.

Affiliations

On December 31, 1936 The Delaware and Hudson Com-
pany controlled the following subsidiaries, and 45 others

the data for which is not made available to the public:

Voting Power
Per Cent

The Delaware and Hudson Railroad Corpo-
ration 100

Greenwich & Johnsonville Railway Com-
pany 100

Schoharie Valley Railway Company 100
The Cooperstown & Charlotte Valley Rail-

road Co 100
The Ticonderoga Railroad Company 100
Northern Coal and Iron Company 100
Hudson River Estates, Inc 100
The Champlain Transportation Company 100 *

T1te Lake George Steamboat Company 100
The Chateaugay and Lake Placid Railway

Company 100

* Includes 34.7% owned by The Delaware and Hudson Railroad Cor-
poration, 63.63% owned by The Rensselaer and Saratoga Rail Road
Company and held by The Delaware and Hudson Railroad Corporation,
under lease, and 1.67% held in the Treasury of The Champlain Trans-
portation Company.

387



The Cooperstown & Susquehanna Valiev
Rail Road ' 87.8

Napierville Junction Railway Company 100

The Bluff Point Land Improvement Company 100

The Fort William Henry Hotel Company 100
The Northern New York Development Com-

pany 100

The Hudson Coal Company 100

Chazy Marble Lime Company, Inc. 100

Township Realty Corporation 100

Cold Run Water Company 100

The Schuylkill Coal and Iron Company 100
Shaefer’s Creek Water Company 100

Chateaugay Ore and Iron Company 97.5

The directors (called Managers) of The Delaware and

Hudson Company, The Hudson Coal Company, and The

Delaware and Hudson Railroad Corporation, on December

31, 1936, were as follows:

Leonor Fresnel Loree
Frederick IV. Leamy
Andrew M. Fine

Ralph C. Kami
Cadwallader Evans, Jr

Gr. B. Fillmore

J. R. Linney
A. I. Moulton

The Hudson
Coal Company

Pres. & Dir.

Sr. V. P. & Dir

V. P. & Dir.

Sec. & Treas.

Director

Director

Director
Director

The Delaware
and Hudson
Company

Pres. & Dir.

. Vice Pres.

The Delaware
and Hudson
R. R. Corp.

Pres. & Dir.

Vice Pres.

James Taber Loree Director Director

William A. Anderson Director Director

Thomas L. Chadbourne Director 1 ) i rector

I. Uasbrouck Chahoon Director Director

William L. Gillespie Director Director

E. Roland Harriman Director Director

Gates W. McGarrah V. P. & Dir. V. P. & Dir

John W. Mettier Director Director

Nathan L. Miller Director Director

George W. Murray Director Director

Cornel ins Vanderbilt Director Director

Charles S. Weston Director Director
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Leonor Fresnel Loree is also Chairman of the Executive

Committee of The Delaware and Hudson Company; a Di-

rector of the Chase National Bank of the City of New
York; Trustee of the American Surety Company of New
York; Chairman, President and a Director of the Northern

Coal and Iron Company, and of many other subsidiaries

of The Delaware and Hudson Company. He was formerly a

Director of the Erie Railroad Company, which leases its

anthracite deposits to The Pittston Company, and a Direc-

tor of the New York, Ontario and Western Railway Com-
pany, which owns and controls the Scranton Coal Company.

Frederick W. Leamv is also Vice President and a Director

of the Wilkes-Barre Connecting Railroad, the Northern

Coal and Iron Company, the Schuylkill Coal and Iron Com-
pany; and a Director and officer in many other companies,

some of which are subsidiaries of The Delaware and Hud-
son Company.

Andrew M. Fine is also a Director of the First National

Bank of Scranton, Pennsylvania; Vice President and a Di-

rector of the Schuylkill Coal and Iron Company; and a Di-

rector of the Chateaugay Ore and Iron Company and other

subsidiaries.

Ralph C. Kami, formerly a Director of The Hudson Coal

Company, is also Assistant to the Vice President of The
Delaware and Hudson Railroad Corporation and of The
Delaware and Hudson Company; and an officer and director

in about a dozen subsidiaries of The Delaware and Hudson
Company.

Cadwallader Evans, Jr., is also General Manager of The
Hudson Coal Company.

G. B. Fillmore is also General Sales Agent of The Hudson
Coal Company.

James Taber Loree is Vice President, Director and also

General Manager of The Delaware and Hudson Railroad
Corporation, and of the Wilkes-Barre Connecting Railroad
Company; Vice President and Director of the Schoharie
Valley Railway Company, Tieonderoga Railroad Company,
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and Northern Coal and Iron Company; and Director of

many other subsidiary companies.

William A. Anderson is also a Director of the Otis Ele-

vator Company and of other industries.

Thomas Lincoln Chadbourne is also a Director of the

Manufacturers Trust Company, the Equitable Trust Com-

pany of New York, and many industrial companies.

I. Hasbrouck Chahoon is also President and a Director of

the Plattsburg National Bank and Trust Company (Platts-

burg, New York); and President and a Director of J. & J.

Rogers Company and Ausable Credit Corporation.

William Lane Gillespie is also President and a Director

of the National Commercial Bank and Trust Company, Al-

bany, as well as other banks and industrial companies.

E. Roland Harriman is also a Director of the Union Pa-

cific Railroad Company; Vice President and a Director of

W. A. Harriman Securities Corporation; and a Partner of

Brown Bros., Harriman and Company,

Gates W. McGarrah is also a Director of the Bankers

Trust Company, and Mercantile Stores, New York City;

and a Trustee of the Greenwich Savings Bank.

John Wyckoff Mettler is also a Director of the National

Bank of New Jersey, and of several industrial companies.

Nathan L. Miller is also a Director of the U. S. Steel Cor-

poration, and a Trustee of the Mutual Life Insurance Com-

pany of New York.

George Weiwood Murray is also a Director of The Al-

bany and Susquehanna Railroad Company, and of the Mont-

clair Trust Company.

Cornelius Vanderbilt is also a Director of the Illinois

Central Railroad Company, and The Chase National Bank
of the City of New York; and Trustee of the Mutual Life

Insurance Company of New York, and Director of other

banking, railroad and insurance companies.

Charles S. Weston is also President arid a Director of the

Pirst National Bank of Scranton; Director of The New
York, Lackawanna and Western Railway Company; and
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Vice Chairman and Director of the Scranton Lackawanna
Trust Company.

Lehigh Navigation Coal Company
History

The Lehigh Navigation and Coal Company was formed

in 1821 as the result of a merger of The Lehigh Coal Com-
pany and The Lehigh Navigation Company, hoth of which

were formed in 1818. The name was shortly changed to The
Lehigh Coal and Navigation Company. The Company built

the Lehigh and Susquehanna Railroad and certain

branches, all of which the Company in 1871 leased to The
Central Railroad Company of New Jersey during the con-

tinuance of the charters of the companies, both of which

are perpetual. In addition The Lehigh Coal and Navigation

Company bound itself to ship 75 per cent of its output over

the leased trackage.

At the time of the Federal Trade Commission investiga-

tion of the anthracite industry (1916-1917), The Lehigh

Coal and Navigation Company was an anthracite producing

company which controlled the Lehigh and New England

Railroad Company, which it secured in 1904 by a purchase

of a majority of the capital stock.

On March 1, 1930 the coal lands and culm banks, and

other coal business assets of The Lehigh Coal and Naviga-

tion Company were sold, transferred and conveyed to the

Lehigh Navigation Coal Company net of accumulated de-

pletion of $4,537,637.74, in return for its entire capital

stock. By this change The Lehigh Coal and Navigation

Company became a holding company, controlling both an-

thracite producing companies and anthracite carrying rail-

roads.

At the time the coal lands and culm banks of The Lehigh

Coal and Navigation Company were transferred to the Le-

high Navigation Coal Company, in March 1930, there were
outstanding 643,355 shares of common stock of The Lehigh

Coal and Navigation Company which were exchanged for a
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new issue, on the basis of three for one. All but 40 shares

were exchanged, and as of December 31, 1934, there were

issued and outstanding 1,929,945 shares of capital stock of

The Lehigh Coal and Navigation Company. On April 30,

1935, Lee and Company, a security holder, held 351,000

shares, of which 350,900 (18.2 per cent of total) were owned
by The Chase National Bank of the City of New York, and

100 shares were held for the account of a customer of the

Chase National Bank. The larger stockholders among the

directors, as of April 30, 1935, were as follows:

W. J. Turner, who held 10,035 shares,

S. I). Warriner, who held 9,575 shares,

E. W. Clark, who held 3,000 shares,

Wm. P. ( lest, who held 1,700 shares,

C. S. W. Packard, who held 1,500 shares,

E. B. Leisenring, who held 1,200 shares.

The Lehigh Coal and Navigation Company has for several

years owned 2,000 shares of the capital stock of the Glen

Alden Coal Company, 500 shares of the capital stock of the

Lehigh and Wilkes-Barre Coal Company, and 700,000 shares

of the capital stock of the National Power and Light Com-

pany.

Under date of February 5, 1936, a newspaper item stated

that a group of banking houses, including Bancamerica-

Blair Corporation, Atlas Corporation, and Lehman Corpora-

tion, was understood to have acquired approximately 300,-

000 shares of The Lehigh Coal and Navigation Company

stock from The Chase National Bank of the City of New
York, and others. The shares accumulated were said to be

sufficient to give the group working control of the com-

pany—and it was stated that it was planned to make the

company into a general management investment company.

In 1936, Robert C. Adams, President and a Director of

Bancamerica-Blair Corporation, was elected a director of

the Lehigh Navigation Coal Company, The Lehigh Coal

and Navigation Company, and the Lehigh and New England

Railroad Company, thereby tending to confirm the reported

purchase.
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Affiliations

As of December 31, 1936, The Lehigh Coal and Navigation

Company controlled the following subsidiaries:

Percentage of

Voting Power

Blue Ridge Real Estate Company (inactive) 100

The Delaware Division Canal Company of

Penna 98.3

Greenwood Corporation 100

Armory Lehigh Coal Co. 100

Doe & Little Fuel Co. 100

Bradley-Maliony Coal Corporation 100

Brooklyn Union Coal Co., Inc. 100

Canal Coal Company 100

City Coal Company 100

City Coal Corporation SO

Goldberg-Castonguay Coal Co 60

Hamden Lehigh Coal Co 74

Hudson County Coal Co. 100

Lehigh Service Company 100

Philadelphia Lehigh Coal Co. 55

Pittsburgh Fuel Distributing Co., Inc. 100

Portland Lehigh Fuel Co., Inc. 94

Port Washington Coal Supply Co., Inc. 100

Lehigh and New England Railroad Company 99.9

Campbell Hall Connecting Railroad Co.

(inactive) 97.5

Poclmck Railroad Co. (inactive) 100

Lehigh Navigation Coal Company 100

Cranberry Creek Coal Co. (inactive) 100

Navicoal Corporation 100

Old Company’s Lehigh, Inc. (inactive) 100

Monroe Water Supply Company 100

Nesquehoning Valley Railroad Company (in-

active) 100

The Panther Valley Water Company 100

Schuylkill Water Company (inactive) 100

Summit Hill Water Company 99

Tresckow Railroad Company (inactive) 100

Wilkes-Barre and Scranton Railway Co. (in-

active) 100
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The Lehigh Coal and Navigation Company also owned
the Lehigh and Susquehanna Railroad, which is leased to

and operated by The Central Railroad Company of New
J ersev.

The directors (in some cases called Managers) of the

Lehigh Navigation Coal Company, the Lehigh and New
England Railroad Company, and The Lehigh Coal and Nav-

igation Company were, on December 31, 1936, as follows:
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Samuel Dexter Warriner is also a Director of the Vir-

ginia Coal and Iron Company, of which Ralph E. Taggart,

a Director and President of the Philadelphia and Reading-

Coal and Iron Corporation and Company, is a Director and
Vice President; Donald Markle, a Director and President

of the Hazle Brook Coal Company and of the Jeddo-High-

land Coal Company, is also a Director. Mr. Warriner is a

Director of the various railroad properties which are sub-

sidiaries of The Lehigh Coal and Navigation Company; and

also a Director of the Lehigh and Hudson River Railway

Company, the shares of which are distributed as follows:

Per Cent

Delaware, Lackawanna <fc Western R. R. 20.38

The Lehigh Coal & Navigation Co 19.78

Central Railroad Co. of New Jersey 16.70

Reading Company 13.39

Lehigh Valley Railroad 12.11

Erie Railroad 12.10

Pennsylvania Railroad 4.42

Other interests 1.12

100.00

Mr. Warriner is also a Director of the Philadelphia Na-

tional Bank, of which Joseph Wayne, Jr., a Director of the

Philadelphia and Reading Coal and Iron Corporation and

Company, is a Director and President; and a Director of

The Pennsylvania Company for Insurances on Lives and
Granting Annuities, and of the Insurance Company of

North America.

Jesse B. Warriner is also a Director of the Markle Bank-

ing and Trust Company of Hazleton, Pennsylvania; the

Pennsylvania Power and Light Company (Allentown); the

Consolidation Coal Company, and the Anthracite Indus-

tries, Inc.

Robert C. Adams is also President and a Director of the

Bancamerica-Blair Corporation, and a Director of various

industrial firms.

Ralph H. Knode is also a Director and Vice President of

the Virginia Coal and Iron Company; a Director of the
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Fuel Service Company, of which the Chairman is Donald

Markle, who is President of the Jeddo-Highland Coal Com-
pany and of the Hazle Brook Coal Company. Mr. Knode
is also a Director of the Hazle Brook Coal Company; Presi-

dent and Director of the General Coal Company (D. Markle

is Director)
;
Director of the Markle Corporation (D. Markle

is President and Director); a Director and President of the

Wentz Company; Vice President and Director of the Wentz
Corporation; Director and Chairman of the Board of the

Interstate Railroad Company; and a Director of the Corn

Exchange National Bank and Trust Company (Philadel-

phia).

Edward B. Leisenring is also President and a Director of

the Virginia Coal and Iron Company; a Director of the

Hazle Brook Coal Company, the General Coal Company, and

the Wentz Company; and Vice President of the latter two.

He is also Chairman of the Board of the Stonega Coke and

Coal Company; Director of the United Gas Improvement

Company, the Fidelity-Phi ladelphia Trust Company, the

Girard Trust Company, the Philadelphia National Bank,

and the Insurance Company of North America. These latter

two companies both have on their Boards a Director (Jo-

seph Wayne, Jr.) of the Philadelphia and Reading Coal and

Iron Corporation and Company.

Charles S. W. Packard was a Director of the Lehigh Navi-

gation Coal Company and the Lehigh and New England

Railroad Company prior to the middle of November 1936.

He is a Director and Chairman of The Pennsylvania Com-

pany for Insurances on Lives and Granting Annuities, of

which James Willison Smith, a Director of the Philadelphia

and Reading Coal and Iron Corporation and Company, is

also a Director. Mr. Packard is also a Director of the Bell

Telephone Company of Pennsylvania, which has on its

Board a director (Nathan Hayward) of the Philadelphia

and Reading companies; and a Director of the Insurance

Company of North America and ten other insurance com-

panies.
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William Jay Turner is also a Director of the Philadelphia

National Bank, Lehigh Power Securities Corporation, and
National Power and Light Company; and a Director, Vice

President, General Counsel, and Chairman of the Executive

Committee of the Lehigh and New England Railroad Com-
pany.

Edward J. Fox died in February 1937 and Joseph Henry
Nuelle was elected a Director of The Lehigh Coal and Navi-

gation Company to fill the vacancy. A short time later Mr.

Nuelle was elected President of the Company to succeed Mr.

Samuel D. Warriner, who was elected to the newly created

position of Chairman of the Board. On May 6, 1937 Mr.

Nuelle applied to the Interstate Commerce Commission for

permission to hold the office of President of the Lehigh and
New England Railroad Company, and permission was
granted on May 15, 1937. Prior to March 31, 1937, Mr.

Nuelle was President and a Director of the New York, On-

tario and Western Railway Company, which owns the

Scranton Coal Company.

William P. Gest is also a Director of the Wentz Corpora-
tion, Virginia Coal and Iron Company, General Coal Com-
pany, First National Bank of Philadelphia, Raven Run Coal
Company, and more than a dozen other companies.

Percy Milton Chandler is President and a Director of the

International Utilities Corporation, the Ohio River Rail-

way and Power Company, and many other utilities and
other companies.

Clarence H. Geist is also a Director of the United Gas Im-
provement Company and five other companies.

George Lewis Ohrstrom is also a Director of Prentice-

Hall, Inc., Starrett Bros, and Eken, and various financial,

manufacturing and real estate companies in New York City.

Benjamin Rush is also President and a Director of the

Insurance Company of North America; Director of the Cen-
tral-Penn National Bank of Philadelphia, Fidelity-Pliila-

delpliia Trust Company, and other insurance and savings

companies.
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Parker S. Williams is also President and a Director of the

Provident Trust Company of Philadelphia; Director of the

Provident Mutual Life Insurance Company, the Central-

Perm Bank (Philadelphia), the Westmoreland Coal Com-
pany, and the Nesquehoning Valley Railroad Company.

The Pittston Company
History

The Hillside Coal and Iron Company was formed in 1873

by the merger of four coal and iron companies. 'The Erie

Railway Company acquired 99.93 per cent of the capital

stock in 1875, and the balance subsequently. The present

Erie Railroad Company obtained the capital stock of The
Hillside Coal and Iron Company from the New York, Lake
Erie and Western Railroad Company, which had acquired it

from the Erie Railway Company in 1878. The Hillside Coal

and Iron Company obtained additional properties in 1900,

1903 and 1912. The Pennsylvania Coal Company was orig-

inally granted a very broad charter, in 1838, permitting it

to mine and transport anthracite. It constructed railroad

lines connecting with the Erie Railway Company. Later

it entered into joint construction and operating agreements

with the Erie. The Pennsylvania Coal Company was rein-

corporated in 1895. In 190] the Erie Railroad Company pur-

chased the Pennsylvania Coal Company in order to prevent

the building of a competing railroad by certain independent

producers, d. P. Morgan negotiated for the purchase, and

received a $5,000,000 commission in the form of first pre-

ferred voting trust certificates.

At the time of the Federal Trade Commission investiga-

tion of the anthracite industry (1916-1917) the Erie Rail-

road Company, through its subsidiary, The New York, Sus-

quehanna and Western Railroad Company, owned and op-

erated the Pennsylvania Coal Company and The Hillside

Coal and Iron Company.

Tlie Pittston Company was incorporated on January 13,



1930, with very broad powers, including general powers to

mine, quarry, sell, and distribute coal and transport the

same to market in a crude or manufactured form. It was
formed to operate on a rental and royalty basis

the anthracite properties in Lackawanna and Luzerne

counties owned by the Pennsylvania Coal Company,
and those leased by the Pennsylvania Coal Com-
pany from The Hillside Coal and Iron Company. The
agreement is for a period of 25 years from January 1, 1930,

with options for renewal until all of the anthracite

is exhausted. The Pittston Company pays a rental of

$360,000 per year, which is increased 12 cents per

gross ton for all anthracite mined and shipped in excess of

3,000,000 gross tons, and decreased 12 cents per gross ton

for every ton less than 3,000,000 gross tons, if mining and

shipping is prevented by certain specified conditions outside

the control of the Company. The agreement also provides

for a purchase price of 30 cents per gross ton for all anthra-

cite mined and shipped, thereby making the total charge 42

cents per gross ton. This charge has been reduced to 32

cents per gross ton for the period between October 1, 1934

and December 31, 1937.

The anthracite produced by The Pittston Company is sold

through the wholesale agencies of Pattison and Bowns, Inc.,

and the Globe Coal Company. Tbe Pittston Company also

owns a controlling interest in the United States Distributing

Corporation, a number of retail coal companies, and other

firms.

The capital stock consists of 1,075,100 shares of common
stock without par value, all of which was issued in January
1930 at $20 per share, of which $15 was credited to capital

stock and $5 to paid-in surplus. The privilege of subscrib-

ing to the stock at $20 per share was extended first to the

stockholders of the Erie Railroad Company.

J. P- Morgan and Company, the first Transfer Agent for

the stock, underwrote 309,175 shares for a fee of $1 per
share, which, together with legal expenses of $12,500 made
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the underwriting cost of this block of stoch
: $321,675. This

together with other organization expenses resulted in a total

cost of organizing the corporation of $448,914.

Afiliations

On December 31, 1936, The Pittston Company controlled

the following subsidiaries:

Respective Percentages
of Voting Power Owned

United States Distributing

Corp. (Va.) 84.4

United States Distributing

Corp. (N .Y.) 100

Pattison & Downs, Inc. 100

United States Barge Corp. 100

Fleer Bi os. 100

500 Gardiner Avenue Corp. 100

United States Trucking Corp. 100

Independent Warehouses,
Inc 100

John J. Casale, Inc too

Sheridan-Wyoming Coal Co.,

Inc 100

Hotchkiss Coal Co. 100

Tongue River Trading Co. 100

Pittston Coal, Inc 100

Globe Coal Co 100

Stephens Fuel Co., Inc. 99.9

Owens & Company, Inc 100

F. J. Kerner Coal Co., Inc. 100

Jagels, Beilis & Co. 100

Jagels & Beilis Realty Corp. 100

Jagels “A Fuel Corpora-
lion" 43.7

Jagels “A Fuel Corporation” 56.3

Greason, Son & Dalzell, Inc. 100

Prospect Coal Co., Inc. 100

Pratt Coal Company 100

Marcy Coal Company, Inc. 100

Metropolitan Coal Co. <N. H. 100

Sweetser Coal Co. 100

Metropolitan Coal Co. (Mass.) 100

Frost Coal Co. 51

Marcy Bros. & Co., Inc 100
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As of December 31, 1936, control of the voting stock of

The Pittston Company was in the hands of Messrs. George
A. Ball and G. A. Tomlinson, and The Midland Bank (Cleve-

land), through a very complicated arrangement of holding

and super-holding companies. On the face of it, no one in-

terest controlled 50 per cent of the stock, the known hold-

ings being as follows:

Midamerica C orporati

o

i l

Alleghany Corporation
Virginia Transportation Corp.
Western Pocahontas Corp.

3.14 per cent,

46.15 per cent,

35.46 per cent,

2.94 per cent.

The shares of the Alleghany Corporation were carried in

the name of Douglas and Company, Oliver R. Brooks, and

Percy Wiesenauer, all of whose addresses were registered

on the stock books as C/o Guaranty Trust Company of New
York, New York City. The Virginia Transportation Cor-

poration and the Western Pocahontas Corporation, which

together own 38.4 per cent of the outstanding common stock

of The Pittston Company, are both 100 per cent owned
by The Chesapeake and Ohio Railway Company, which is

controlled by the Chesapeake Corporation, which is in turn

controlled by the Alleghany Corporation. The Alleghany

Corporation is controlled by the Midamerica Corporation,

the top holding company, which on December 31, 1936 was
wholly owned by Messrs. George A. Ball and G. A. Tomlin-

son, and The Midland Bank. On December 31, 1936 the Al-

leghany Corporation also owned 33,546 shares of the capital

stock of The Lehigh Coal and Navigation Company.

On January 29, 1937, The Chesapeake and Ohio Railway

Company filed an application with the Interstate Commerce
Commission for authority to exercise its option-contract of

February 1, 1932 for the purchase of 215,000 shares of Erie

Railroad Company common stock. It consummated The

Chesapeake and Ohio Railway Company would have 984,-

800 shares, or 65.15 per cent, of the Erie Railroad’s common
stock; 151,504 shares, or 31.61 per cent, of the First Pre-

ferred; and 60,195 shares, or 37.96 per cent, of the Second

401



Preferred, making a grand total of 55.68 per cent of the

voting stock.

In April 1937, a group consisting of E. R. Young, F. F.

Kolbe and A. P. Kirby acquired the stock of the Alleghany

Corporation which was owned by the Midamerica Corpora-

tion, and the Midamerica Corporation was dissolved. On
May 26, 1937, Mr. Young testified before the Senate Com-
mittee on Interstate Commerce that the Alleghany Corpora-

tion would be merged into the Chesapeake Corporation,

which would become a “first degree holding company” of

the network of railroads and other interests formerly con-

trolled by the Van Sweringen interests. On September 22,

1937, The Chesapeake and Ohio Railway Company an-

nounced that Mr. Young had been elected a director of the

Company.

On December 31, 1936, the directors of The Pittston Com-
pany were as follows

:

Michael Gallagher, Chairman of Board,
L. L. White, President,

C. R. Nash, Vice President and Comptroller,
Harvey D. Gibson, member of Executive Committee,
D. S. Barrett, Jr.,

Alva Bradley,
Ross S. Marshall,
John P. Murphy.

Michael Gallagher is also a Director of the Pere Mar-

quette Railway Company and of The M. A. Hanna Com-
pany, which owns the Susquehanna Collieries Company, one

of the largest independent anthracite producing companies.

Lynne L. White is also a Director of Pattison and Bowns,

Inc.; Chairman of Board and Director of the Sheridan-Wy-

oming Coal Company; and a Director of many railroad and

coal companies.

C. R. Nash is also a director or officer of many other com-

panies, including ten subsidiary companies.

Harvey Dow Gibson is also President and a Director of

the Manufacturers Trust Company (New York), of which a

director (T. L. Chadbourne) of the Hudson group is also a
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Director. He is also a Director or officer of many other

companies, some of them subsidiaries. He was elected a Di
:

rector of The Pittston Company when it was formed, and at

that time he was President of the New York Trust

Company.
Alva Bradley is also Vice President and a Director of the

Chesapeake Corporation and of the Alleghany Corporation;

a Director of the Denver and Rio Grande Railroad, Mis-

souri Pacific Railroad, Texas and Pacific Railroad, Cleve-

land Railway Company; President and Director of the

United States Coal Company, and Director of many other

companies, some of them subsidiaries.

Ross S. Marshall is also a Vice President of The Chesa-

peake and Ohio Railway Company; Pere Marquette Rail-

way; New York, Chicago and St. Louis Railroad, and other

railroad and coal interests.

John P. Murphy is also a Director of the Chesapeake

Corporation; New York, Chicago and St. Louis Railroad,

and various other companies.

In addition, the directors of The Pittston Company are

also directors of other of their subsidiary corporations.

Coxe Brothers and Company, Inc.

History

Prior to 1905 Coxe Brothers and Company, Inc. was
largely controlled by Alexander B. Coxe, who was also a

member of the Board of the Lehigh Valley Railroad Com-
pany. In 1905 Mr. Coxe unexpectedly received a large

offer for the anthracite properties of Coxe Brothers and
Company, Inc, and for the Delaware, Susquehanna and

Schuylkill Railroad, which served several large independent

anthracite mines and which was a part of the Coxe Estate.

Instead of selling to the parties making the offer, Mr. Coxe
approached the Lehigh Valley Railroad officials stating

that he had received an offer for the properties but would

much prefer to sell them to the Lehigh Valley Railroad

Company. As a result of negotiations with Mr. Coxe, the

Lehigh Valley Railroad Company in 1905 purchased the

403



entire capital stock of Coxe Brothers and Company, Inc.

and of the Delaware, Susquehanna and Schuylkill Railroad

Company for the sum of $17,440,000. At the time of the

purchase Coxe Brothers and Company, Inc. was the largest

independent producer of anthracite. The par value of the

capital stock of the companies purchased was $4,410,150,

and the Lehigh Valley Railroad Company attempted to

justify the price paid on the ground that the railroad prop-

erty alone was worth the entire cost since it would furnish

feeder lines from anthracite mines to the Lehigh Valley

Railroad Company line, and that by the purchase the Le-

high Valley Railroad Company was insuring itself of ob-

taining tonnage from the mines secured from Coxe Brothers

and Company, Inc. and from independent producers previ-

ously served by the Delaware, Susquehanna and Schuylkill

Railroad Company.

On December 6, 1920 the Supreme Court of the United

States handed down a decision (U. S. v. Lehigh Valley

Railroad Co. et al. 254 U. S. 255) reversing a lower court

and ordering the Lehigh Valley combination dissolved, and
restraining the officers of the Lehigh Valley Railroad Com-
pany from exercising any control over the subsidiary com-

panies, including Coxe Brothers and Company, Inc., except

by specific authority from the Court. Various plans were

submitted to the Court for separating Coxe Brothers and
Company, Inc. from the Lehigh Valley interests. Under a

plan approved by the Court in 1923, the voting power of the

$2,910,150 capital stock of Coxe Brothers and Company, Inc.

which was owned by the Lehigh Valley Railroad Company
was assigned to James B. Neale and H. E. Chaffetz, as

trustees, with the arrangement that the stock was to be sold

and the proceeds turned over to the Lehigh Valley Railroad

Company. Mr. Neale became a director of the company in

1926.

A short time ago Mr. Neale charged that shortly after

the attempted separation of Coxe Brothers and Company,

Inc. from the Lehigh Valley interests, a Lehigh-controlled

board of directors was elected to direct the affairs of Coxe
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Brothers and Company, Inc., and that this board authorized

several contracts between C'oxe Brothers and Company, Inc.

and the Lehigh Valley Railroad Company which were pre-

judicial to Coxe Brothers and Company, Inc. as a competi-

tor of the Lehigh Valley Railroad Company. Among other

charges, he stated that the Lehigh-controlled board of di-

rectors of Coxe Brothers and Company, Inc. had voted to

increase the royalties on anthracite paid by Coxe Brothers

and Company, Inc. to the Lehigh Valley Railroad Company,

from 22i/o to 50 cents a ton, without any compensation what-

soever being given to Coxe Brothers and Company, Inc. in

return. Federal Judge William Bondy sustained Mr.

Neale’s contention in a decision handed down on June 14,

1937, and directed that immediate steps be taken to conform

to the Supreme Court’s decision of December 6, 1920. In

June 1937, Mr. Neale resigned his appointment as trustee

of the capital stock of Coxe Brothers and Company, Inc.

Affiliations

The directors of Coxe Brothers and Company, Inc. on De-

cember 31, 1936 were as follows:

J. B. Neale, (former President),
C. E. Hildum, Vice President,
R. W. Zimmerman, Secretary and Treasurer,
J. H. Pierce, Manager,
H. E. Cliaffetz.

James B. Neale is also President and a Director of

Thorne, Neale and Company, Buck Run Coal Company,
Repplier Coal Company, and Peaked Mountain Coal

Company.

Clayton E. Hildum is also Executive Vice President of

the Lehigh Valley Railroad Company, and a Director of the

Buffalo Creek Railroad Company and the Ironton Railroad

Company; lie is also Vice President and a Director of the

Delaware, Susquehanna and Schuylkill Railroad Company
and the Schuylkill and Lehigh Valley Railroad Company.

James Harvey Pierce is also Chairman of the Board,

President and a Director of the Scranton Coal Company,
which is a subsidiary of the New York, Ontario and Western
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Railway Company. In addition he is a Director in ten other

coal companies, of many of which he is President.

Jeddo-Highland Coal Company
History

The Jeddo-Highland Coal Company was incorporated in

1908. In November 1926 it sold an issue of $4,000,000 of

first mortgage bonds, through a syndicate including Drexel

and Company, the interest of which was payable at the of-

fice of J. P. Morgan and Company in New York City.

The Lehigh Valley Railroad Company has branch lines

to all of the breakers operated by the Jeddo-Highland Coal

Company.

Affiliations

The Jeddo-Highland Coal Company owns the entire cap-

ital stock of the Jeddo Tunnel Company, which owns about

six miles of underground waterways in solid rock, providing

gravity drainage for the company’s mines. It also owns
half of the capital stock of the Jeddo Supply Company. In

1928 the Company acquired control of the Ilazle Brook Coal

Company. The directors of the Jeddo-Highland Coal Com-
pany were as follows on December 31, 1936:

Donald Markle, President,

A. B. Jessup, Vice President,

Arthur E. Newbold, Jr.,

A. Markle, Jr.,

Herman M. Hessenbruch,
H. G. Lloyd, Jr.

The officers of the Jeddo-Highland Coal Company are

identical with those of the Hazle Brook Coal Company.

Donald Markle is also a Director of the Virginia Coal and

Iron Company, General Coal Company, and Euel Service

Company of which he is also Chairman of the Board. He is

President and a Director of the Hazle Brook Coal Company
and the Markle Corporation; and Vice President and a Hi-

red or of the Wilkes-Barre and Hazleton Corporation.

Albert B. Jessup is also a Director of the Wilkes-Barre

and Hazleton Corporation, Independent Anthracite Coals,
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Inc. and Anthracite Cooperative Association; President and

a Director of Anthracite Coal Operators Association; Vice

President and a Director of the Markle Corporation and

of the Hazle Brook Coal Company; and Vice President of

the Fuel Service Company.
Arthur E. Newbold, Jr. is also a Partner in Drexel and

Company; and a Director of The Philadelphia and Reading

Coal and Iron Company and Corporation, and of the

Wilkes-Barre and Hazleton Corporation and the Hazle

Brook Coal Company.

Alvan Markle, Jr. is also President and a Director of the

Markle Banking and Trust Company; and a Director of the

Markle Corporation, Fuel Service Company, General Coal

Company, Wilkes-Barre and Hazleton Corporation, and
Hazle Brook Coal Company.

Herman M. Hessenbrucli is also Chairman of the Board,

Secretary and Director of the Nicetown Manufacturing

Company; and a Director of the Markle Corporation and of

Taylor-Davis, Inc. (Philadelphia).

Horatio Gates Lloyd, Jr. is also a Partner in Drexel and

Company; and a Director of the Lehigh Valley Coal Com-
pany, the Lehigh Valley Coal Sales Company, the Markle

Corporation, and the Hazle Brook Coal Company.

Hazle Brook Coal Company
History

The Hazle Brook Coal Company was incorporated in

1916, and on January 1, 1923 acquired from the Wentz in-

terests the

Upper Lehigh Coal Co.,

Midvalley Coal Co.,

J. S. Wentz Co.,

Maryd Coal Co.,

Raven Run Colliery Co.,

Lvkens Valley Coal Co., and
Girardsville Mining Co.

In 1928 the Jeddo-Highland Coal Company secured working

control of the Hazle Brook Coal Company. On December

31, 1935 the Hazle Brook Coal Company filed a petition with
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the Federal Court for reorganization of its financial affairs

under Section 77-B of the Federal Bankruptcy Act. The
Petition was approved and a plan of reorganization was
filed April 20, 1936. A hearing was held September 21, 1936

and the plan was confirmed by the court on April 26, 1937.

The Lehigh Valley Railroad Company hauls the anthra-

cite produced by the Hazle Brook Coal Company. The
General Coal Company and Fuel Service Company are sales

agents for the Hazle Brook Coal Company.

Affiliations

The officers of the Hazle Brook Coal Company are iden-

tical with those of the Jeddo-Highland Coal Company. Five

of the directors of the Hazle Brook Coal Company are also

directors of the Jeddo-Highland Coal company; the com-

plete list of directors of the Hazle Brook Coal Company,
as of December 31, 1936, is as follows

:

Donald Markle, Chairman of Board and President,
A. B. Jessup, Vice President,
Ralph H. Knode,
E. B. Leisenring,

IJ. G. Lloyd, Jr.,

A. Markle, Jr.,

Eckley B. Markle,
John Markle, 2nd,

Arthur E. Newbold, Jr.,

W. 0. Trevorrow, Chief of Sales,

E. H. York.

Donald Markle is also a Director of the Virginia Coal and

Iron Company, General Coal Company and Fuel Service

Company, of which he is also Chairman of the Board. He
is President and a Director of the Jeddo-Highland Coal

Company and the Markle Corporation
;
and Vice President

and a Director of the Wilkes-Barre and Hazleton Cor-

poration.

Albert B. Jessup is also a Director of the Wilkes-Barre

and Hazleton Corporation, Independent Anthracite Coals,

Inc. and Anthracite Cooperative Association; President and

a Director of Anthracite Coal Operators Association
;
Vice

President and Director of the Markle Corporation, and of
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the Jedclo-Highland Coal Company; and Vice President of

the Fuel Service Company.
Ralph H. Knode is President and Director of the General

Coal Company and the Wentz Company; Vice President

and a Director of the Wentz Corporation; and a Director of

the Fuel Service Company, Markle Corporation, Lehigh

Navigation Coal Company, and Corn Exchange National

Bank and Trust Company (Philadelphia); Vice President

and Director of the Virginia Coal and Iron Company, and

Chairman of the Board of the Interstate Railroad Company.

Edward B. Leisenring is also \rice President and a Di-

rector of the General Coal Company and of the Wentz Com-
pany; President and a Director of the Virginia Coal and

Iron Company; and a Director of the Lehigh Navigation

Coal Company, The Lehigh Coal and Navigation Company,
the Lehigh and New England Railroad Company, Girard

Trust Company, Ficlelity-Philadelphia Trust Company,
Philadelphia National Bank, and the Insurance Company of

North America.

Horatio Gates Lloyd, Jr. is also a Partner in Drexel and
Company; and a Director of the Jeddo-Highland Coal Com-
pany, Lehigh Valley Coal Company and Corporation, the

Lehigh Valley Coal Sales Company, and the Markle

Corporation.

Alvan Markle, Jr. is also President and a Director of the

Markle Banking and Trust Company; and a Director of

the Markle Corporation, Fuel Service Company, General

Coal Company, Jeddo-Highland Coal Company, and Wilkes-

Barre and Hazleton Corporation.

Ecklev B. Markle is also a Director of the Fuel Service

Company and the Markle Corporation; Chairman of the

Board and President and a Director of the Wilkes-Barre

and Hazleton Corporation.

John Markle, 2d is also a Director of the Markle Corpora-

tion, the Wilkes-Barre and Hazleton Corporation and the

Wilkes-Barre and Hazleton Railway Company.
Arthur E. Newbold, Jr. is also a Partner in Drexel and

Company; and a Director of The Philadelphia and Reading
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Coal and Iron Company and Corporation, Jeddo-Hlghland
Coal Company, and the Wilkes-Barre and Hazleton

Corporation.

W. 0. Trevorrow is also Chief of Sales and a Director of

t lie Markle Corporation.

Edward H. York was formerly a Director of the Lehigh

Valley Coal Corporation and the Lehigh Valley Coal Com-
pany. He now holds directorships in five or six industrial

companies.

Scranton Coal Company
History

All of the capital stock of the Scranton Coal Company
was acquired by the New York, Ontario and Western Rail-

way Company in 1899, for the purpose of guaranteeing a

tonnage of anthracite for a new extension built into the an-

thracite field by the railroad company. The New York,

Ontario and Western Railway Company operated independ-

ently of the other anthracite roads and in the early 90’s

compelled a reduction in freight rates. In 1904 The New
York, New Haven and Hartford Railroad Company pur-

chased from Kulm, Loeb and Company 291,600 shares of

the common and 22 shares of the preferred stock of the

New York, Ontario and Western Railway Company—which

was a majority of the outstanding stock, all but 40 shares

of the preferred stock having been exchanged for first

mortgage bonds. The New York, Ontario and Western

Railway Company showed less independence under the

management of The New York, New Haven and Hartford

Railroad Company, and J. P. Morgan was elected to the

Board of Directors. Other prominent directors of past

years have included L. F. Loree and William Rockefeller.

On January 29, 1936 the New York, Ontario and Western

Railway Company was authorized by the Interstate Com-
merce Commission to guarantee a $100,000 additional loan

to the Scranton Coal Company, to he made by the Recon-

struction Finance Corporation. This loan increased the

amount borrowed from the Reconstruction Finance Corpo-

ration by the Scranton Coal Company to $750,000. The

410



Scranton Coal Company agreed to set aside a reserve fund
of 50 cents per ton of coal produced, in order to liquidate

the loan. It was estimated that this would provide $150,000

a year. On December 31, 1936 the New York, Ontario and
Western Railway Company showed a contingent liability

of $649,000 for guaranteeing these Reconstruction Finance
Corporation loans.

On May 20, 1937 the New York, Ontario and Western
Railway Company filed a petition in the U. S. District Court
of New York for permission to reorganize under Section

77-B of the Bankruptcy Act. The petition was approved.

On May 28, 1937 the New York, Ontario and Western
Railway Company’s wholly-owned subsidiary, the Scranton
Coal Company, filed a petition in the Federal Court at

Scranton seeking permission to reorganize under Section

77-B of the Bankruptcy Act, and employees were notified

that the mine would be closed immediately and their wages
for the last two weeks withheld. On August 20, 1937 the

New York, Ontario and Western Railway Company was
authorized to advance funds to the Scranton Coal Company
to meet payroll requirements.

Affiliations

The directors of the Scranton Coal Company on Decem-
ber 31, 1936 were as follows:

James H. Pierce, President and Chm. Board,
Wm. F. Mathieson, Vice Pres, and Sec’y-Treas.,
Frank Wolfe,
Joseph Mayers.

Janies Harvey Pierce is also a Director and Manager of

Coxe Brothers and Company, Inc. In addition he is a Di-

rector in ten other coal companies, of many of which lie is

President.

Susquehanna Collieries Company
11 1story

In 1871 The Pennsylvania Railroad Company commenced
to acquire the capital stock of the Susquehanna Coal Com-
pany. By December 31, 1873 the day before the effective

date of the Constitution of the Commonwealth of Pennsyl-
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vania which prohibited railroad companies from establish-

ing- anthracite producing- companies, The Pennsylvania

Railroad Company had obtained approximately 50 per cent

of the stock. The balance of the stock was secured by 1888.

At the time of tbe Federal Trade Commission’s investi-

gation of the anthracite industry (1916-1917) the Susque-

hanna Coal Company was wholly owned by The Pennsyl-

vania Railroad Company. Later in 1917 The Pennsylvania

Railroad Company sold its stock in the Susquehanna Coal

Company to the Susquehanna Collieries Company, a corpo-

ration organized by the firm of M. A. Hanna and Company.

By the terms of the sale The Pennsylvania Railroad Com-
pany received bonds and stock of the Susquehanna Collier-

ies Company, and later the firm of M. A. Hanna and Com-

pany purchased the stock.

In December 1922 tbe firm of At. A. Hanna and Company
was taken over by The M. A. Hanna Company.

Affiliations

The directors and principal officers of The M. A. Hanna
Company and the Susquehanna Collieries Company, as of

December 31, 1936, are as follows:

11. M. Hanna
James Prendergast
G. M. Humphrey
C. N. Osborne
C. W. Stone
C. Henboeffer

C. A. Gibbons
J. Latimer Lee
William Collins

R. L. Ireland, Jr.

J. H. Thompson
J\l. Gallagher
R. F. Grant
L. C. Hanna, Jr.

Susquehanna The M. A.

Collieries Co. Hanna Co.

Clnn. Bd. & Dir. dim. Bd. & Dir.

Pres. & Dir.

V. P. & Dir.

V. P. & Dir.

Pres. & Dir.

V. P. & Dir. V. P., Treas., Dir.

V. P. & Dir.

Sec’v & Dir.

Director
Director

V. P. & Dir.

V. P. & Dir.

V. P. & Dir.

Director
Director
Director

H. M. Hanna, Chairman of the Board and a Director of

both companies, is also a Director of the National SI

Corporation, and other companies.

412



James Prendergast, Vice President and a Director of The
M. A. Hanna Company and President and a Director of the

Susquehanna Collieries Company, is also a Director of

other companies.

George M. Humphrey, President and a Director of The
M. A. Hanna Company and Vice President and a Director

of the Susquehanna Collieries Company, is also a Director

of the National City Bank of Cleveland, and many other

companies.

C. N. Osborne, Vice President and a Director of both

companies, is also a Director of the Youngstown Steel

Company, and many other companies.

Michael Gallagher, a Director of The M. A. Hanna Com-
pany, is also Chairman of the Board and a Director of The
Pittston Company. He is also a director of four other coal,

railroad, bank and transportation companies.

Penn Anthracite Collieries Company
History

The Penn Anthracite Collieries Company was incorpo-

rated on January 28, 1931 as a successor to the reorganiza-

tion of the Southern Penn Collieries Company, whose prop-

erties were purchased on January 30, 1931 at a foreclosure

sale. In 1931 the Penn Anthracite Collieries Company pur-

chased the Elk Hill Coal and Iron Company from the New
York, Ontario and Western Railway Company, under an

agreement whereby the railroad company was to handle

the transportation of the anthracite during the life of the

mine.

Affiliations

The directors and principal officers of the Penn Anthra-

cite Collieries Company on December 31, 1936 were as

follows

:

Frank C. Wright, Chm. of Board and Director,

Charles Dorrance, President and Director,

Thomas F. Steele, Gen. Mgr. and Director,
Frank C. Wright, Jr., Office Mgr. and Director,

Janies J. Lee, Director.
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Frank C. \\ right is also a Director of the U. S. Trucking
Corporation, a subsidiary of The Pittston Company; Chair-
man and a Director of the Penn Anthracite Mining Com-
pany, and a Director of the Elk Hill Coal and Iron
Company.

(-harles Dorranee is also a Director of the Wyoming Na-
tional Bank, Wilkes-Barre, Pa., and of various other

companies.

Madeira, Hill and Company
History

Madeira, Hill and Company was incorporated in New
Jersey in December 1893, and domesticated in Pennsylvania

in January 1920. It owns both bituminous coal and anthra-

cite properties, the principal anthracite properties being:

Colonial Colliery Company,
Ilarleigh-Brookwood Coal Company,
Thomas Colliery Company,
The Mill Creek Coal Company.

The Company tiled reorganization papers on December

19, 1934 under Section 77-B of the National Bankruptcy Act.

The plan was approved June 11, 1935 and on June 24, 1935,

Madeira, Hill and Company completed reorganization of

its business. As a part of the reorganization plan all of the

common stock was placed in a voting trust until the income

sinking fund notes, which were prorated among the secured

creditors, shall have been paid.

Affiliations

The officers and directors of the parent company and its

four subsidiaries are as follows:
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John Gilbert, John M. Young, C. C. Madeira, J. W. Wet-
ter and G. H. Shryock are al.so directors and officers of

numerous subsidiary companies.

Lewis W. Hicks is also President and Director of the

First National Bank, Leecliburg, Pa., and the Penn Iron

and Steel Company; and Vice President and Director of

the Allegheny Steel Company.

Edward J. Quintal is also Vice President of The Chase

National Bank of the City of New York, and Director of

various industrial companies.

Evan Bandolph is also Vice President and a Director of

the Philadelphia National Bank.

P. Blair Lee is also a Partner in Brown Bros., Harriman

& Company.

Charles B. Roberts, 3rd, is also Asst. Vice President of

The Pennsylvania Company for Insurances on Lives and

Granting Annuities.

Jonathan M. Steere is also Vice President of the Girard

Trust Company; Vice President and a Director of the Syra-

cuse and Eastern Railroad Company, and of various rail-

road and industrial companies.

George H. Stuart, 3rd, is also Vice President of the Gir-

ard Trust Company (Philadelphia).
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ANTHRACITE LANDS AND DEPOSITS
Location, Description and Acreage of Anthracite Lands

With the exception of some very small deposits of little

commercial value, in Arkansas, Colorado, New Mexico,

Virginia and Washington, the anthracite fields of the United

States are located in the mountainous counties of eastern

Pennsylvania. The bulk of the lands are in the counties of

Lackawanna, Luzerne, and Schuylkill with smaller amounts
in Carbon, Northumberland, and Dauphin counties and a

very small amount in the counties of Wayne, Susquehanna,

Columbia, and Lebanon. There are deposits of semi-anthra-

cite in Sullivan county but these are not included in the an-

thracite lands and deposits given in this report.

The surface lands under which the anthracite deposits

are found cover approximately 484 square miles and con-

sist chiefly of privately-owned potential forest land, as

shown on the accompanying map. Most of the land is now
covered with second-growth timber, and very little effort is

being made to reforest it systematically. In the past some
of those owning the land have encouraged and maintained

forest protective associations for the purpose of protecting

their timber from fire and unauthorized cutting. Gradually

these organizations have in a large measure become inac-

tive, and practically the only protection provided for the

forests on the anthracite lands is that given by the Common-
wealth of Pennsylvania. One of the oldest, the Anthracite

Forest Protective Association which was organized in 1917,

was disbanded at a meeting of the Directors held in Hazle-

ton on November 13, 1935. From a forestry standpoint the

anthracite lands are today in a much worse condition than

they were ten years ago, and there is no evidence that this

deplorable situation will be corrected in the near future.

It is quite natural that timber growing and anthracite

mining should be carried on together, as one supplements

the other. Modern mining methods require a large amount

of timber for mine props and other uses underground, as



well as for buildings, etc. on the surface. A large part of

the surface lands are mountainous and not suitable for or-

dinary agricultural uses. Therefore, it is logical to en-

deavor to grow timber on the surface lands over the anthra-

cite deposits, in order to furnish timber for use in the mines.

In spite of this, comparatively little is being done to estab-

lish forests or protect those which are now in existence.

Anthracite companies complain of the “bootleg coal in-

dustry” stealing their timber, both for use in the bootleg

anthracite mines and for sale as timber. The Philadelphia

and Reading Coal and Iron Company, which owns approxi-

mately one-third of the anthracite surface lands in Penn-

sylvania, is said to be slashing off the young timber on its

anthracite lands as fast as it is possible to get something out

of it, so as to prevent the timber from falling into the hands

of the bootleg industry. While the situation is acute, it is

believed that such a policy is unwise and that a holder of a

timbered tract lias certain obligations to future generations,

as well as to the present stockholders. The ruthless cutting

of trees as soon as they can be marketed, without regard to

the demand for such trees, is an economic waste and should

be permitted only under proper supervision, with due re-

gard given to the future requirements of timber.

Tbe anthracite lands offer a splendid opportunity for the

practice of forestry. Within the anthracite-producing coun-

ties there are more than two million acres of woodland suit-

able only for the growing of timber. For many years for-

esters have believed that the anthracite region offered

excellent possibilities for sustained-vield forestry, since the

mines provide a constant market for timber products. How-

ever, temporarily at least, no progress is being made to

that end, and in fact the present practice of premature cut-

ting is just the opposite of the situation desired.

There are a number of 'tracts of State game land and sev-

eral State game preserves immediately adjoining the an-

thracite fields. There are none on the anthracite lands

proper because of the high value of the land. The anthra-

cite lands have a high recreational value for hunting pur-
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poses, but their value for fishing is greatly limited because

of the mine pollution in many of the streams.

There are a few small hydro-electric power sites in the

anthracite region. However, their development is not prob-

able due to the fact that it is much more economical and
feasible to generate electricity with the small sizes of an-

thracite, of which there is an abundance in the region.

Various branches of the Commonwealth of Pennsylvania

are cooperating with the Federal Government and others in

the development of parks in and near the anthracite region.

Eventually there doubtless will be a greater recreational use

made of the anthracite lands themselves, but so long as they

are controlled by private interests il is not probable that

there will be much development along this line.

An extension of the public ownership of natural resources

to include anthracite deposits, and the leasing of such de-

posits to private operators for development, offers an ef-

fective means of promoting forestry and the recreational

use of the surface lands, as well as an effective means of re-

ducing waste in the production of anthracite.

The anthracite lands are divided into four reg ions, as

follows

:

Square Miles Acres

Northern Field 176 112,640

Eastern Middle Field 33 18,946

Western Middle Field 94 60,160

Southern Field 181 115,840

Total 484 307,586

A brief description of each of the four fields is given in

the Topographic and Geologic Survey, Bulletin M 8 (1926),

of the Department of Forests and Waters of the Common-
wealth of Pennsylvania, as follows :

“Northern Field. The Northern Field is approxi-
mately 55 miles long and is 5 miles wide at its widest
point; it contains 176 square miles. The coal beds lie

comparatively fiat, particularly in the northeastern
part of the field. Here also they are near the surface,

and pitch steeply only along the outcrops and near local
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faults. In this northeastern part of the field the aver-
age thickness of the beds is 4.88 feet, and the average
depth of workings is 268 feet. In the middle section of

the Northern Field, in the vicinity of Pittston and
Wilkes-Barre, the average thickness increases to 5.9

feet, and the depth to 399 feet
;
and in the southwestern

portion of the field the thickness reaches 6.83 feet and
the depth 567 feet.

“Beginning near Pittston, and generally following
the bed of Susquehanna River to the city of Nanticoke,
and then passing down the middle of the Northern
Field to its western end, lies what is known as the

“Buried Valley’’ of the Susquehanna River. Here the

river once made a gorge 100 to 300 feet deeper than the

present river bed, and during the glacial period this

gorge was filled with glacial drift. As this drift is

water-bearing, considerable care has to he taken in min-
ing the coal beds beneath it. Enough rock cover must
be left so that there will be no danger of the mine work-
ings breaking through into the gravel filling of the Bur-
ied Valley or into pot-holes. If a break-through should

occur, there would be great danger of losing all the un-

derground workings by flooding. This means that the

recovery of coal is limited by the support necessary to

prevent any breakage of the overlying rocks that would
permit the inflow of water and quicksand from the

Buried Valley.

“ Eastern Middle Field. The geologic structure of

the Eastern Middle Field is entirely different from that

of the Northern Field; it consists of a number of paral-

lel canoe-shaped troughs. As is implied from the term
“canoe-shaped”, the basins are long and narrow, and
the sides pitched steeply. The beds of coal are much
thicker, as is shown by the average of 8.1 feet, but they

lie at less depth, the average being only about 347 feet.

The Eastern Middle Field contains only about 33

square miles of territory.

“ Western Middle Field. A basin about 33 miles long

and about 5 miles wide at its widest point extends from
a point in the vicinity of Delano to the little town of

Trevorton at the extreme western end. This basin,

known as the Western Middle Field, contains about 94

square miles. In cross-section it resembles two letters

UU joined together at a central point, lower than the

two sides. This gives practically all conditions of min-
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mg' from level at the bottom of the U s to vertical along
the sides. The beds of coal in this district average 6.5

feet in thickness, and the average depth of workings is

460 feet.
“ Southern Field. The Southern Field extends from

the town of Maucli Chunk nearly 70 miles southwest to

Lykens and Dauphin at the two ends of the “fish tail”.

Practically no mining lias been undertaken in a great
many years in the point of the field extending in the
direction of Dauphin. A cross-section of this field shows
very steeply pitching sides, and the rocks between the
sides badly faulted and displaced. Warping of the
earth’s crust in this field greatly contorted the rocks in

places, and coal was pulverized by the roof and the
floor of a bed moving in the opposite directions. In
other places the movement and pressure were not so

great, and the coal merely runs when it is mined; in still

other places the coal is solid. However, along what is

known as Sharp Mountain, which borders the southern
edge of the field, the percentage of prepared sizes is

extremely small, owing to the effect of geological move-
ments. Unfortunately, no data are at hand to show the

general thickness of the beds and depth of workings,
but generally speaking, t lie beds in this field lie deeper
and are thicker than beds in any of the other fields. This
field is the largest of the four, and covers 181 square
miles.”

In the trade the Northern Field is ofen referred to as the

Wyoming Field, the Eastern Middle Field as the Lehigh

Field, and the Western Middle and Southern fields as the

Schuylkill Field.

Ownership and Control of Anthracite Lands

The anthracite lands are largely owned by companies af-

filiated with or controlled by financial interests owning or

controlling the anthracite-carrying railroads in the vicinity

where they are located; by independent anthracite operat-

ing companies; and by corporations, estates, individuals,

etc. who own anthracite lands and lease them to one of the

above groups. The companies which are identified with the

railroad interests are generally known as the “line com-

panies” or “railroad companies” due to the fact that prior
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to the dissolution decree of the Supreme Court of 1920 they

were openly owned and controlled by railroad interests. The
control is exercised today to the same degree that it was in

1920, but indirectly through holding companies, investment

companies, and similar means, so as technically to meet the

requirements of the Supreme Court decision. Tim so-called

“independent companies” are companies which are not di-

rectly under domination of the anthracite-carrying rail-

roads. The word “independent” however, is used in a de-

scriptive way only, since quite often the independent com-

panies are indirectly identified with the railroad companies,

anthracite-carrying railroads, and banking and financial in-

terests which are closely identified with both of these

groups.

The ownership of the anthracite lands on December 31,

1922, as compiled from a report to the U. S. Coal Commis-
sion by Mr. Dever C. Ashmead entitled “Coal Owned by

Anthracite Companies and the Relation Between Operating

and Reserve Tonnage”!, was as follows:

Ownership and Control of Anthracite Lands as of

December 31, 1922
Gross
Total Per

Leased Owned Cent
Class from and of

of Owned Others 1 .eased Total

Ownership (Acres) (Acres) (Acres) Acreage

Railroad Companies 182,570 46, / ») / 229,327 74.56

Independent Companies 35,042 34,885 69,927 22.73

Others and adjustments 8,332 — 8,332 2.71

Totals 225,944 81,642 307,586 100.00

* Sufficient data are not available to make adjustments for anthracite lands

owned by railroad companies and leased to other railroad companies. How-
ever the amount is probably small as is indicated by a similar table of owner-

ship as of December 31, 1936, where the adjustments are made.

From the above table it will be noted that the railroad

companies on December 31, 1922 owned or leased from

t The report was not printed and the manuscript copy now available for

inspection at the U. S. Bureau of Mines bears the date of Nov. 22, 1923.
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others approximately 75 per cent of the total anthracite

lands. From the standpoint of control, leased land is in most

cases as much under control as that owned in fee since or-

dinarily the lease gives the company the right to renew the

lease until all of the recoverable anthracite has been ex-

hausted. A large percentage of the amount leased by both

the railroad companies and the independent companies is

owned by estates or individuals. These owners lease the land

on a royalty basis and while they are the owners in fact,

so far as the present problems are concerned they have

little or no control over the anthracite contained under

their lands as long as the operating companies meet the

requirements of their contracts.

In order to determine the present ownership and control

of the anthracite lands, the Commission requested informa-

tion concerning these matters from ten railroad companies

and three independent companies. #
All of the companies,

with the exception of The Philadelphia and Reading Coal

and Iron Company, furnished the information requested.

Information on the holdings of The Philadelphia and Read-

ing Coal and Iron Company has been obtained from current

financial manuals which give the operating and other sta-

tistics of the company as of December 31, 1936. Since it is

the policy of the publishers of such manuals to obtain their

information from reports of the company, or to send the

proof sheets to each individual company for correction and
verification, it is assumed that the information as given in

the financial manuals is reasonably correct as of December

31, 1936.

Tn the following table showing the ownership and control

of anthracite lands as of December 31, 1936, The Philadel-

phia and Reading Coal and Iron Company is shown scp-

* Railroad Companies: The Philadelphia and Reading Coal and Iron Co.,
Glen Alden Coal Company, The Lehigh Valley Coal Company, The Hudson
Coal Company, Lehigh Navigation Coal Company, The Pittston Company,
Coxe Brothers and Company, Inc., Jeddo-Highland Coal Company, Hazle
Brook Coal Company, Scranton Coal Company.
Independent Companies: Susquehanna Collieries Company, Penn Anthra-

cite Collieries Company, Madeira Hill and Company.
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arately since tlie information was not furnislied to the Com-
mission by t lie company, in the same manner as that of the

other twelve companies.

Ownership and Control of Anthracite Lands as of

December 31, 1036
Leased Net Total Per Cent
from Owned and of

Owned Others* Leased Total
Class of Ownership ( Acres) ( Acres

)

( Acres

)

Acreage

!) Railroad Companies
Phila. & Reading Coal &

101,805 39,823 141 ,628 46.05

Iron Co. 84,945 12,936 97,881 31.82

Total, 10 Railroad Com-
panies

3 Independent
Companies

186,750 52,759 239,509 77.87

29,630 3,295 32,925 10.70

Total, 13 Companies
Net Acreage controlled

216,380 56,054 272,434 88.57

by others 35,152 1 1 .43

Total Acreage in Penn-
sylvania 307,586 100.00

* In compiling the data for this column, the acreage leased from the 13

companies shown in this table has been deducted, since such acreage is in-

cluded in the acreage owned in fee as shown in the preceding column.

From the above table it will be noted that the railroad

companies control approximately 78 per cent of the an-

thracite lands in the State of Pennsylvania. More than

40 per cent of this amount, or nearly one-third of the total

anthracite lands in the State, are either owned or controlled

by The Philadelphia and Reading Coal and Iron Company.

In comparing this table with the one previously given,

showing the ownership and control of anthracite lands as

of December 31, 1922, il will be noted that the percentage

of the acreage controlled by the independent companies is

much larger in the earlier table. This is due to the fact that

in the table of ownership and control as of December 31,

1936 only three independent companies are shown. The

bulk of the 35,152 acres shown in this table as controlled
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by others is leased to the small independent companies. The
Commission had neither the time nor the funds available

to endeavor to obtain detailed information from the large

number of small independent companies; but had they done

so, it is confidently believed that at least 90 per cent of the

35,152 acres would have been found to have been leased to

the small independent companies.

An interesting point in a comparison of the two tables is

the fact that the railroad companies have not only main-

tained their control during the past fourteen years, but have

even increased it.

Tonnage of Anthracite Deposits

Various experts have made estimates of the original ton-

nage of anthracite in the ground and the amount remaining

for the use of future generations. Their estimates vary,

due primarily to differences in the assumptions on which

their estimates are based as to the minimum thickness of

anthracite beds that can be mined, the maximum depth to

which mining may be carried, specific gravity of anthra-

cite, etc. As a rule the anthracite company engineers base

their estimates on present mining practices, whereas the

State or Federal experts base their estimates on what they

believe may be the practice in the future. When adjusted for

these differences, the totals obtained by the various experts

are very nearly in agreement.

Two of the most recent authentic estimates of the orig-

inal tonnage of anthracite in Pennsylvania made by Federal

experts are as follows:

Net Tons
Estimates made about 1912 by Marius
R. Campbell for the International Geolo-
gical Congress and included in Profes-
sional Paper 100, entitled “The Coal
Fields of the United States’’, published
in 1917 by the U. S. Geological Survey 21,000,000,000

Estimates made for the U. S. Coal Com-
mission in 1923 by Dever C. Ashmead,
Anthracite Mining Engineer of the U. S.
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Bureau of' Mines, and given in an im-
printed report to the Commission under
the title “Coal Owned hv Anthracite
Companies, and the Relation between Op-
erating and Reserve Tonnage” 23,307,602,080

Mr. Campbell in a six-page undated multigraphed report

entitled “Coal Resources of the United States”, recently

issued by the U. S. Geological Survey, reported that 3,719,-

725,925 net tons of anthracite had been produced from the

earliest mining through December 31, 1928, and that losses

in mining and marketing amounted to 1,1 15,927,777 net tons,

which is 30 per cent of the actual production. Subtracting

the production and losses from the original figure left an

estimated tonnage of approximately 16,164,346,000 net tons

in the ground on January 1, 1929, according to estimates

Mr. Campbell made a few years ago for the U. S. Geological

Survey, and published by them as “Coal Resources of the

United States” as mentioned above.

Between January 1, 1929, and December 31, 1936, the pro-

duction of fresh mined anthracite, as reported by the De-

partment of Mines of the Commonwealth of Pennsylvania,

was 452,151,276 net tons. Using the same loss ratio (30 per

cent) as was used by Mr. Campbell prior to 1929, it is

computed that the total anthracite removed between Janu-

ary 1, 1929 and December 31, 1936 was 587,796,659 net tons.

Deducting this tonnage from the amount estimated by Mr.

Campbell to have been in the ground on January 1, 1929,

leaves an estimated total of 15,576,549,341 net tons of Penn-

sylvania anthracite in the ground as of January 1, 1937.

Mr. Ashmead in his report estimated that the total an-

thracite removed, from the earliest mining through Decem-

ber 31, 1922, amounted to 5,006,637,440 net tons, of which

3,048,616,480 net tons represented production and 1,958,-

020,960 net tons were the result of losses in mining and mar-

keting. The percentages of losses in mining and marketing

and of recovery for the various fields, as computed from his

data, are as follows:
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Percentage
of Losses

on Basis of

Xet Production

Percentage
of Recovery
on Basis of

Anthracite Removed

43.84

102.81

64.23

69.52

57.37

49.30

Northern Field

Eastern Middle Field

Western Middle Field

Southern Field

Average of all fields

Between January 1, 1923 and December 31, 1936 the total

production of fresh mined anthracite in Pennsylvania, as

compiled by the Department of Mines of the Commonwealth

of Pennsylvania, exclusive of washery anthracite and semi-

anthracite mined in Sullivan County, was as follows:

Fresh Mined Anthracite by Fields, 1923-1936, Exclusive of Washery
Coal and Coal Mined in Sullivan County (Net Tons)

Eastern Western
Northern Middle Middle Southern Totals for

Year Field Field Field Field All Fields

1923 47,533,699 8,041,160 17,589,873 13,507,300 86,672,032

1924 . 47,001,512 8,045,508 16,256,326 12,792,323 84,095,669

1925 34,056,808 5,524,165 11,386,174 9,335,099 60,302,246

1926 47,415,310 7,257,324 15,138,553 12,501,832 82,313,019

1927 43,600,127 6,930,108 13,598,651 12,495,084 76,623.970

1928 41 ,262,756 6,545,861 13,190,128 11,151,683 72,150,428

1929 41,521,124 6,869,388 12,962,869 10,709,991 72,063,372

1930 .

.

41,397,816 6,465,669 13,104,726 10,023,561 70,991,772

1931 31,030,315 6,134,880 11,459,375 8,033,475 56,658,045

1932 27,067,306 5,409,848 8,638,833 7,251)872 48,367,859

1933 26,343,954 5,425,481 9,070,7913 6,597,100 47,437,325

1934 29.079,887 5,893,148 11,929,193 7,729,513 54,631,741

1935 27,707,395 5.099,842 9,994,894 6,510,184 49,312,315

1936 28,074,581 6,061,373 11,659,919 6,892,974 52,688,847

Grand Totals 513,092,590 89,703,755 175,980,304 135,531,991 914,308,640

Av. 1923-36 36,649,471 6,407,411 12,570,022 9,680,856 65,307,760

Av. 1934-36 28,287,288 5,684,788 11.194,669 7,044,224 52,210,968

Applying to the total production by fields, as given in the

above table, the same ratio of losses as used by Mr. Ash-

mead for prior years, the total anthracite removed during

this period would be 1,499,789,979 net tons, making the

total amount of anthracite removed from the beginning of

mining until January 1, 1937 equal to 6,506,427,419 net tons.

Deducting this tonnage from the original amount of 23,307,-

602,080 net tons leaves, on the basis of Mr. Ashmead’s fig-
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16,801,174,661 net tons of anthracite in the ground in

Pennsylvania, as of January 1, 1937.

The difference of approximately one and one-quarter mil-

lion net tons between the estimates of Mr. Campbell and Mr.

Ashmead of the recoverable anthracite as of January 1,

1937, is due in part to the different percentages used in

computing losses in mining and marketing. Another factor

which accounts for a large amount of the difference in the

estimates is that Mr. Campbell’s estimates are based on an

estimated specific gravity of anthracite later found to be too

Ioav. Since estimates of tonnage are based on the volume

of the coal beds, his estimates would have been higher if

the specific gravity determined later had been used in the

computations. Adjustments for these differences in methods

of estimating would make the total amounts very nearly

the same. Since the data on which Mr. Ashmead ’s esti-

mates are based are available in much greater detail as to

fields, ownership, etc. than that of others, and since his

estimates check closely with those of others, they are used

as the basis for the data and computations given in the fol-

lowing pages.

The recoverable anthracite as of January 1, 1923 was

estimated to be 10,050,532,800 net tons, as is shown in more

detail in a later table. In order to obtain an estimate of the

recoverable anthracite by fields, as of January 1, 1937, the

fresh mined anthracite produced between January 1, 1923

and December 31, 1936, as given in an earlier table, was de-

ducted from the amount in each field as of January 1, 1923.

The resulting amounts are given in the following table:

Recoverable Anthracite (Net Tons)

Fresh Mined
Jan. 1, 1923 to

Jan. 1, 1923 Dec. 31, 1936 Jan. 1, 1937

Northern Field 2,378,880,000 513,092,590 1,865,787,410

Eastern Middle
Eastern Middle Field 203,134,400 89,703,755 113,430,645

Western Middle
Field 2,301,398,400 175,980,304 2,125,418,096

(Continued on next page)
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Southern Field
(Continued )

5,167,120,000 135,531,991 5,031,588,009

Total 10,050,532,800 914,308,640 9,136,224,160
'— Per Cent of Total—

>

Jan. 1, 1923 Jan. 1, 1937
Northern Field 23.67 20.42

Eastern Middle Field 2.02 1.24

Western Middle Field 22.90 23.26

Southern Field 51.41 55.08

Total 100.00 100.00

This table shows that on January 1, 1923 approximately

three-fourths of the recoverable anthracite was in the

Western Middle and Southern Fields (Schuylkill Field)

with only 2.02 per cent in the Eastern Middle Field (Lehigh

Field) and 23.67 per cent in the Northern Field (Wyoming
Field). During the 14-year period between January 1, 1923

and January 1, 1937 over 56 per cent of the fresh-mined an-

thracite was produced in the Wyoming Field; and on Jan-

uary 1, 1937, 78.34 per cent of the recoverable anthracite

was in the Schuylkill Field, and all except a very small

amount of the remainder was in the Wyoming Field.

Ownership of Anthracite Deposits

The following table shows the original tonnage of anthra-

cite and the ownership of anthracite lands and deposits as

of January 1, 1923, divided into three major classes, i. e.,

railroad companies, large independent companies, and other

companies, estates, individuals, etc. The column showing
the anthracite remaining on January 1, 1923 is based on

all of the anthracite, whether or not it can be removed suc-

cessfully. In the group of “other companies and individ-

uals” there are included collieries which have been com-
pletely exhausted and collieries which have been abandoned.

Much of this anthracite will probably be a complete loss,

and it is difficult to estimate how much will be recovered.

However, taking the industry as a whole, it is believed that

the estimate of the tonnage of recoverable anthracite as of

January 1, 1923 is fairly reliable.
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A study of the foregoing table shows that as of January

1, 1923 the railroad companies owned 77.69 per cent of the

recoverable anthracite, that the independent companies

owned 9.84 per cent, and that other companies, estates, indi-

viduals, etc., owned 12.47 per cent.

The present ownership and control of the anthracite de-

posits was determined from information furnished by 12

of the larger producing companies and such information as

could be obtained from financial manuals and other sources

covering the holdings of The Philadelphia and Reading Coal

and Iron Company. As in the case of anthracite lands, The

Philadelphia and Reading Coal and Iron Company failed to

furnish the information requested by the Commission, and

data on their holdings was obtained from other sources and

is shown separately in the following table:

Ownership anu Control of Recoverable Anthracite as of

January 1, 1937

(Net Tons)

Leased
Tonnage from Firms Net Total

Class of Owned Not Inch Owned and
Ownership in Fee in This Table Leased

9 Railroad
Companies 1,618,289,824 259,977,760 1,878,267,584

Phi la, & Reading C. (included

& I. Co. 2,700,000,000 in owned) 2,700,000,000

Total, 10 R. R.

Companies 4,318,289,824 259,977,760 4,578,267,584

3 Independent
Companies 51,906,063 27,059,797 78,965,860

Total, 13 Companies 4,370,195,887 287,037,557 4,657,233,444

In the section of this report on Ownership and Control of

Anthracite Lands it was shown that these 13 companies

owned and leased (not including that leased from other

firms in the group) a net total of 272,434 acres of anthracite

lands, which is 88.57 per cent of the total of 307,586 acres

of such land in Pennsylvania. Of these 272,434 acres, a total

of 216,380 acres was owned in fee and 56,054 acres were
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leased from estates, individuals, etc., whose acreage was not

included in that owned by the 13 firms represented in the

tabulation.

Assuming that the 35,152 acres of anthracite land (the

difference between the total of 307,586 acres and the 272,434

acres given in the tables referred to) contained an average

of the same amount per acre of recoverable anthracite as

the 56,054 acres leased from estates, etc. where data is

available, it is computed that the total recoverable anthra-

cite in Pennsylvania on January 1, 1937 according to the

estimates of the owners was as follows:

Net Tons

216,380 acres owned in fee

56,054 acres leased from estates, individu-

als, etc.

35,152 acres owned by estates, individuals,

etc., on which data was not ob-

tained by the Commission

4,370,195,887

287,037,557

180,013,392

4,837,246,836

Of this total of 4,837,246,836 net tons, the ten railroad com-

panies own or lease and control 4,578,267,584 net tons, which

is 94.65 per cent of the total. Also, it will be noted that The

Philadelphia and Reading Coal and Iron Co. owns or con-

trols 2,700,000,000 net tons out of the total of 4,837,246,836

net tons, which is 55.8 per cent. When the Philadelphia and

Reading Railroad Company was acquiring the anthracite

lands and placing them in The Philadelphia and Reading-

Coal and Iron Company, it commented on its holdings in its

annual reports. The report of the Company for 1871 con-

tains the following:

“Up to this time about 70,000 acres of the best an-

thracite coal lands in Pennsylvania have been acquired
and will be held by an auxiliary company, known as the

Philadelphia and Reading Coal and Iron Company, of

which the Philadelphia and Reading Railroad Company
is the only stockholder. The result of this action has
been to secure—and attach to the company’s railroad

—a body of coal land capable of supplying all the coal
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tonnage that can possibly be transported over the road

for centuries.”

The report for 1880 states:

“The transportation of coal has always been a source

of great profit to the railroad company, and the only

doubt in the past about the permanency of the earning-

power of the company as a transporter was due to the

fear that rival companies would tap the Schuylkill re-

gion, and divert the coal tonnage to their own lines.

This danger was happily averted by the purchase of the

coal lands.”

In the report of 1881 is the following:

“The coal estates of the Philadelphia and Reading-

Company * * * consist of 91,149 acres (142 square
miles) of coal lands, which is sixty per cent of all the

anthracite lands in the Schuylkill district, and thirty

per cent of all in Pennsylvania.”

This area of coal lands had increased by 1891 to 102,573

acres, of which the report said:

“The coal lands comprise in extent about 33 per cent

of the entire anthracite coal fields of the State, and
taking into account the aggregate thickness of the

veins on the company’s lands, and the greater propor-

tionate depletion of the estates in the other regions

which has been going on for many years, it must be

conceded that we have at least 50 per cent of the entire

deposit remaining unmined.”

A reliable estimate of the ownership of unmined anthra-

cite as of January 1, 1896, made by Mr. William Griffith, a

mining engineer and geologist and a member of the Penn-

sylvania Geological Survey, showed a total of 59.55 per

cent owned and controlled by the Reading interests at that

time. This is slightly greater than the present ownership

of 55.8 per cent of the total.

A comparison of the total recoverable anthracite, 4,837,-

246,836 net tons as of January 1, 1937 based on estimates by

the owners, with the 9,136,224,160 net tons of recoverable

anthracite as computed from the estimates made by Fed-

eral experts, shows that the owners’ estimates are only
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slightly over one-half (52.9 per cent) as large as those of

the Federal experts.

This difference is due in large part to the fact that the

company engineers base their estimates on the anthracite

which it is estimated can he recovered by present mining

methods at depths at which mining operations are being

carried on at the present time; whereas, the figures of the

Federal engineers are based on the recovery by improved

methods of the tonnage within depths to which it has been

found practical in other places to mine coal and other min-

erals. Some of the difference is also due to the fact that

high taxes on unmined anthracite lias created a situation

which causes some operating companies to underestimate

their holdings. In fact, in some cases the companies have

delayed placing any estimate on the anthracite contained

in certain of their lands, on the ground that the anthracite

is so located as to make it difficult, if not impossible, to

make accurate estimates.

The ratio of the company engineer’s estimates to the

Federal experts’ estimates, of approximately one to two,

varies greatly for individual companies, due to the fact that

the recoverable anthracite of some companies is practically

all accessible by the use of present mining methods, in

which cases the estimates would be nearly the same, whereas

a portion of the anthracite of others is at depths and in

seams of such thickness and pitch that it can be satisfac-

torily recovered only through the use of advanced mining

methods.

Value of Anthracite Deposits

(bn September 19, 1923 a Committee of Engineers with

many years of experience in the appraisement of coal-min-

ing properties reported to the United States Coal Commis-

sion on the valuation of coal properties in the United States.

This committee based its valuation on the present and esti-

mated future earnings. The Coal Commission did not ac-

re] it the report, but published it on pages 1028-1035, in-
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elusive, of Part IT. of their report.* In commenting on the

method of valuation used on the anthracite properties, the

Commission stated:

“The objection to the valuation of properties in the

anthracite field is that this basis is that of earnings de-

rived from inherent monopolistic conditions, the uncer-
tainty as to future mining costs and future realization

margins—two factors highly speculative.” (Page 74)

The cost-of-reproduction basis cannot be used as an ex-

hausted anthracite mine cannot be renewed. Present mar-

ket value based on current sales means little, as most of the

anthracite lands are held by operating companies which

rarely dispose of them, or by estates which lease their an-

thracite deposits rather than sell them.

The original-cost basis is not of uniform application, as

some of the lands were originally obtained for practically

nothing and are still held by those who originally acquired

them, as is illustrated by the case of the Lehigh Coal and

Navigation Company which is given in the Report of the

United States Coal Commission (Part T., page 78) as fol-

lows:

“Original cost of lands of Lehigh Coal & Navigation
Co. In the case of the Lehigh Coal & Navigation Co.

the books showed the original cost of lands acquired in

the pioneer days of the anthracite industry. The com-
pany has a continuous corporate existence of over 100

years. Its first operations were on lands leased for an
annual rental of one ear of corn. It early acquired some
6,000 acres of coal lands at a cost of $30,000. In later

years further purchases of 2,940 acres of land were
made at a cost of $1,382,000. The total original cost of

its present holdings of 8,940 acres of coal lands was $1,-

412,000. This original cost has been written up by two
revaluations. The first, made in 1871, increased the

book value by $4,970,000. The second, made in 1917, for

Federal tax purposes, added $10,060,000 to the value.

“In the meantime the depletion charged by the com-
pany has amounted to $3,685,000, or two and a half

* Report of The United States Coal Commission—Government Printing Of-
fice—1925.
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times tlie original cost of the lands.* Yet the lands

still stand upon its books at $12,757,000, or nine times

their original cost.

“The company’s business management is conserva-

tive and its depletion charge today is the lowest of all

the large companies. Few advocates of the theory of

original cost will ignore its period of pioneer losses and
try to bold down the company to an investment of one
ear of corn, or even $30,000. On the other hand, its

history illustrates vividly the increment in values that

has accompanied the increased demand and rising price

of anthracite.

“In contrast to the Lehigh Coal & Navigation Co.,

some other companies have bought their lands recently

at current market prices.”

In other cases the original-cost basis does not reflect the

time situation, as coal lands have been purchased, as in the

case of The Philadelphia and Reading Coal and Iron Com-

pany, at high prices in order to prevent competitors from

securing the lands from being purchased by their competi-

tors.

The owners of the anthracite lands containing the un-

mined anthracite, value their holdings on their books in a

variety of ways. Some carry the value of their holdings

at the assessed value; some use valuations as of March 1,

1913 with adjustments for additions, retirements, deple-

tion, etc. since that date; some base their valuations on ap-

praisals; some use actual cost with adjustments; and others

use combinations of the above methods and other methods.

In industry as a whole there is probably more juggling

or adjusting of property accounts and their charges, to meet

matters of expediency, than of any other accounts. Often

they are arbitrarily increased or decreased to meet tax

situations, to adjust depreciation or depletion charges, etc.

An examination of the balance sheets of the larger anthra-

cite producers shows that the anthracite industry is not free

from such questionable practices. An outstanding example

occurred during the calendar year 1935, when the Lehigh

* Investment and Profit of Anthracite Operators as Shown by Book Rec-

ords, page 946 of Report of United States Coal Commission.
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Navigation Coal Company reduced the hook value of its

fee coal lands, Cranberry leasehold, and fee culm hanks

from $15,485,802.97 to $5,755,602.90 and, referring to the

newly arrived at figure, stated in its report to the Securities

and Exchange Commission:

“This amount is not intended to he a statement or

estimate of the realizable value of the items therein, or

the replacement cost thereof. In connection with local

and state taxation, the management has made repre-

sentations that pending the return of the industry to

normal operations the valuation for such purposes is

not necessarily either the value of the property as it

appears in the accounts of the Company, nor that which
the taxing authorities would seek to place upon it.’’

After making the reductions referred to, the Lehigh Navi-

gation Coal Company appealed to the Carbon County Court

of Common Pleas and was successful in having the assessed

valuation of its lands and other property in Mauch Chunk
Township reduced from $3,771,155 to $2,584,473. Seeking

a further reduction, the company appealed to the State

Supreme Court. The principal contention was over the

valuation of 1,930 acres of the anthracite land which the

lower court had valued at $1,272.64 per acre. Engineers

for the Lehigh Navigation Coal Company gave the anthra-

cite land a valuation of from $1,449,000 to $1,542,000, and

experts for the county estimated the same property to he

worth from $8,495,000 to $8,682,000. In July, 1937 the value

of the 1,930 acres of anthracite land was fixed by the Court

at $3,629,823, with a 50 per cent assessed value of $1,814,-

912. The total assessed value, including other property, as

revised by the higher court was $1,943,025, as compared

with $2,584,473 as determined by the lower court and $3,-

771,155 as fixed by the County Commissioners. The varia-

tions in values, as shown above, indicate the difficulty of

using assessed valuations as a basis of value.

In spite of the known defects of book values, they do to a

large extent reflect the values as viewed from many angles,

much in the same manner as security prices reflect the
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fears and hopes of the public in the future of business.

While the figures for the individual companies are greatly

affected by the juggling of property accounts, a study of

the changes resulting from such juggling indicates that the

average for a group of companies, and for the industry as a

whole, is much less affected and reflects the actual situa-

tion to a reasonable degree. Therefore, since an actual ap-

praisal of the anthracite lands is not at this time feasible,

the book values as taken from the reports of the companies

are used. The book value, as of December 31, 1936, of the

anthracite lands and the other capital assets of the 9 rail-

road companies and of the 3 independent companies who
furnished information to the Commission, and of The Phil-

adelphia and Reading Coal and Iron Company as obtained

from reports filed with the Securities and Exchange Com-
mission, is as follows:

Book Value of Property ayd Equipment of 13 Principal Anthracite

Companies as of December 31, 1936

Anthracite Other
Lands and Culm Property and Total

Banks Less Equipment Less Property and
Class nf

Ownership

Nine Railroad Companies
Phila. & Reading C. & I. Co.

Depletion

( Dollars)

161,889,093

32,023,330

Depreciation
( Dollars)

80,510,139

26,990,570

Equipment
(Dollars)

242,399,232

59,013,900

Total, 10 R. R. Companies 193,912,423 107,500,709 301,413,132

Three Independent Companies 4,862,62

2

7,465,159 12,327,781

Total, 13 Companies 198,775,045 114,965,868 313,740,913

Per cent of total 63.36 36.64 loo.oo

In preparing the above table an effort has been made
eliminate real estate and other items which are not used

or useful in the production of anthracite.

The 13 companies listed in the table owned in fee 216,380

acres of anthracite land which was estimated by the engi-

neers of the owners or lessees to contain 4,370,195,887 net

tons of anthracite, as of December 31, 1936. The value per

acre, tons per acre, and value per ton of the various types of

ownership was as follows:
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Anthracite Owned and Average Values and Tonnage per Acre of 13

Principal Anthracite Companies j\s of December 31, 1936

Anthracite Estimated Book Value Less
Land Recoverable Depletion as of

Class of Owned in Fee Tonnage December 31, 1936
Ownership ( Acres

)

(Net Tons) (Dollars)

Nine Railroad Companies 101,805 1,618,289,824 161,889,093

Phila. & Reading C. & 1. Co. 84,945 2,700,000,000 32,023,330

Total, 10 R. R. Companies 186.750 4,318,289,824 193,912,423

Three Independent Companies 29,630 51,906,063 4,862,622

Total, 13 Companies 216,380 4,370,195,887 198,775,045

Average Number
of Average Value Average Value

Tons per Acre per Acre per Net Ton
( Net Tons ) (Dollars) (Cents)

Nine Railroad Companies 15,896 1,590 10.00

Phila. & Reading C. & I. Co. 31,785 377 1.19

Total, 10 R. R. Companies 23,123 1,038 4.49

Three Independent Companies 1.752 164 9.37

Total, 13 Companies 20,197 919 4.55

Complete information was not obtained from all of the

estates which own anthracite lands. Incomplete data front

24 estates showed holdings of 11,690 acres which were esti-

mated to contain 140,609,290 net tons of recoverable anthra-

cite, an average of 12,028 net tons per acre. The average

value of the holdings was approximately $1,200 per acre,

which is about 10 cents per ton of recoverable anthracite.

As shown in the preceding table, a total of 216,380 acres

of anthracite land with a book value of $198,775,045 is

owned by 13 companies. The total anthracite land in the

State of Pennsylvania is 307,586 acres, leaving 91,206 acres

owned by other companies, estates, individuals, etc. Assum-

ing that one-fourth of this amount (22,80144 acres) is

owned by estates and has an average value of $1,200 per

acre that one-half of the remaining three-fourths (34,20244

acres) is owned by individuals and non-operating com-

panies which do not own any mining equipment, and is

valued at $350 per acre; and that the remaining acreage

(34,20244 acres) is owned by independent anthracite-pro-

ducing companies, and is valued at $350 per acre, the total

value of these 91,206 acres is $51,303,375. Adding this to

the book value of $198,775,045 placed by the 13 large oper-
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ating companies on the 216,380 acres owned by them, gives

a total value for the 307,586 acres of anthracite land in the

State of Pennsylvania of $250,078,420, which is an average

of $813 per acre, as follows:

Class or Ownership and Value of Anthracite Lands as of
December 31, 1936

Anthracite
Land

Class of ( hvnership Owned in Fee

( Acres

)

Railroad Companies 186,750

Independent Producing Companies 63,832

Estates 22,802

Individuals or Non-operating Cos. 34,202

Value Less
Depletion

(Dollars)

193,912,423

16,833,409

27,361,800

11,970,788

Totals 307,586 250,078,420

It is recognized that an average value per acre means

very little when applied to a specific holding, as some lands

are much more valuable than others. However, when, as in

this case, it is based on a large percentage of the total hold-

ings for which the total value is known, such an average

gives a fairly reliable estimate: and it is believed that on

the basis of hook value, which in this case reflects original

cost and earning capacity to a certain extent, an estimate of

$250,000,000 as the present valuation of the anthracite lands

is reasonable and fair to the owners.

In the preceding section of this report, the recoverable

anthracite in Pennsylvania was given as 4,837,246,836 net

tons according to the estimates of the engineers of the own-

ers, and as 9,136,224,160 net tons based on estimates of

Federal experts. On the basis of a valuation of $250,078,420

the recoverable anthracite would have an average value of

5.17 cents per net ton, based on the company estimates; and

2.74 cents per net ton, based on the estimates of Federal

experts.

Life of Anthracite Deposits

Many estimates have been made as to the probable life

of the anthracite deposits in Pennsylvania. So many fac-
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tors enter into the calculations on which such estimates are

based that it is very difficult to make estimates which have

a reasonable degree of accuracy. As shown in a previous

section of this report, as of January 1, 1937 over 55 per

cent of the recoverable anthracite was in the Southern

Field. Production figures show that during the past three

years only 13.5 per cent of the production of fresh-mined

anthracite has been taken from this field, whereas 54.2 per

cent of the production has been from the Northern Field,

which contains only approximately one-fifth of the total

recoverable anthracite.

A theoretical calculation would show that a continuation

of the present rate of production in the Northern Field

would exhaust it in approximately 66 years, whereas a con-

tinuation of the present rate of production in the Southern

Field would indicate that it would last for 714 years.

Under existing conditions mining will continue to be from

areas which contain the best coal that can be mined eco-

nomically, and not necessarily where the greatest quantities

are located. As the Northern and other fields approach ex-

haustion, production will be transferred to the Southern

Field; this creates uncertainty as to what the life of the

field may be, due to the inability to foresee what methods

will be developed to mine the anthracite in this field. How-
ever, in order to present a general picture of the present sit-

uation, the following table has been prepared showing the

recoverable anthracite by fields as of January 1, 1937, as

computed from estimates of Federal engineers, and the esti-

mated life in years of these fields based on the 1934-1936

production of fresh-mined anthracite from these fields.

Estimates are also given on the basis of an annual produc-

tion of 60,000,000, 75,000,000 and 90,000,000 net tons per
year, assuming that the increases in production would be

evenly distributed over the fields in proportion to their pro-

duction in 1934-1936. This is merely for illustrative pur-

poses and does not indicate the true life of the individual

fields under actual conditions, as the production will doubt-
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less be shifting from one area to another as the individual

fields become exhausted or more profitable mining is found

in other fields.

Life of Recoverable Anthracite

Field

Northern Field

Eastern Middle
Western Middle
Southern Field

Total

Recoverable Average Annual
Anthracite as of Production of

January 1, 1937 Fresh-mined Anthracite
1934-1936

(Net Tons)

1,865,787,410

1 13,430,645

2,125,418,096

5,031,588,009

9,136,224,160

(Net Tons)

28,287,288

5,684,788

11,194,669

7,044,224

52,210,968

Theoretical Life in Years Based on

Average
Annual

Production
1934-1936

Northern Field 66

Eastern Middle 20

Western Middle 190

Southern Field 714

60,000,000 75,000,000 90,000,000

Net Tons Net Tons Net Tons
per Year per Year per Year

57 46 38
17 14 12

165 132 no
622 497 414

Total 175 152 122 102

The above table indicates that the recoverable anthra-

cite, as estimated by Federal experts, will be exhausted in

from 102 to 175 years, depending on the annual rate of pro-

duction and the percentage of recovery obtained. A higher

rate of recovery, which is quite possible, would, of course,

extend the life of the fields. It is probable, and in fact it is

absolutely certain, that the life of the anthracite deposits

will be extended beyond the minimum indicated in the

table, due to the increasing use of other fuels and the tailor-

ing off of production as the remaining supply becomes less

and less.

It is quite probable that methods will lie developed for

working mines and portions of mines which at the present

448



time have been abandoned. However, to endeavor to make
allowances or to estimate the probable effect of such im-

proved methods would require going into the realm of

probability to such an extent that the conclusions reached

would not be of practical value. It is therefore assumed,

for illustrative purposes, that the production would con-

tinue at a uniform rate until all the recoverable anthracite

was exhausted.

As stated, the above table is based on the estimates of

recoverable anthracite as made by Federal experts, and
their estimates are nearly double those of the engineers of

the anthracite-producing companies and other owners. Had
the figure for recoverable anthracite, of 4,837,246,836 net

tons, as computed from estimates of the owners’ engineers

been used, the theoretical life under the various rates of

production as given in the table would have been reduced
by approximately one half, to a theoretical life ranging
from 54 to 93 years.

The estimated life of the recoverable anthracite on lands

owned in fee and controlled under leases by the 13 com-
panies for which data were obtained by the Commission,
based on the average annual production from these lands
tor the past three years (1934, 1935 and 1936), varies from
1.48 years, to 308.75 years in the case of The Philadelphia
and Reading Coal and Iron Company, with an over-all av-

erage of 102.11 years. The figures for the individual com-
panies are as follows:

Life of Recoverable Anthracite of 13 Firms
1934-1936 Production

1.48 years
7.24 years

8.58 years
13.57 years
13.99 years
19.77 years
20.97 years*

26.56 years

32.73 years

55.60 years
95.99 years
149.81 years

308.75 years

Based on

4 This company owns in addition a substantial acreage of coal lands for
wlnch estimates of the recoverable anthracite are not available. The life of
20.97 years will be increased accordingly.
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The above estimates are based on the recoverable anthra-

cite as estimated by the company engineers. A study of

the data indicates that the estimates of the company en-

gineers follow reasonably close to the estimates of the Fed-

eral experts, for the companies which control a limited sup-

ply of anthracite, such as those shown in the above table

to have from 1.48 to 20.97 years’ supply. Most of the lands

of these companies are in the Northern and Eastern Middle

Fields, where the thickness of the beds, depth of the coal,

etc. are sufficiently well known to enable the making of rea-

sonably accurate estimates.

The companies which have recoverable anthracite suffi-

cient to last them over 25 years, as a rule have large hold-

ings in the Schuylkill Field, concerning which little in-

formation is available as to thickness of beds, depth of

workings, etc., and Federal experts and company engineers

differ greatly in their estimates of the recoverable anthra-

cite. Therefore, estimates of the life of the recoverable an-

thracite deposits of the individual companies, based on the

higher estimates of recoverable anthracite as found by the

Federal experts, would only slightly affect the estimated

life of the 7 companies in the left hand column of the pre-

ceding tabulation, but would practically double that of the

six companies shown in the right hand column which now
hold sufficient recoverable anthracite to meet their require-

ments for 25 years or more.

As shown, only six anthracite companies have sufficient

recoverable anthracite to meet their needs, at the present

rate of production, for more than 25 years; while the re-

coverable anthracite of the others will last less than 25

years. Tt is, therefore, evident that at the end of 25 years

all of the remaining anthracite will be in the hands of six

companies, and a few years later the number will be further

reduced to four. As a result of such a situation, the anthra-

cite industry will shortly be in a position similar to that

in which the aluminum industry is today, due to the fact

that the Aluminum Company of America controls practi-
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cally all of the bauxite deposits in the United States whieli

it is possible and economically feasible to operate.

Such a situation will probably not be in the best interests

of either the anthracite industry or the public. The present

situation in which between 85 per cent and 90 per cent of

the anthracite production is controlled by a dozen or so

companies, is bad; but to have it further concentrated in

the hands of four companies would be infinitely worse.

A further study of the data collected shows that, with one

sing’le exception, the six companies which control sufficient

recoverable anthracite to last them 25 years or more, lease

considerable amounts. An outstanding example of this is

The Philadelphia and Reading Coal and Iron Company,

which according to financial manuals owns in fee 84,945

acres of anthracite land, which is approximately 271
/£> per

cent of the total anthracite lands; and controls in addition

12,936 acres, giving it absolute control over nearly 32 per

cent of the total anthracite lands in Pennsylvania. These

tremendous holdings are estimated to contain 2,700,000,000

net tons of recoverable anthracite, which is approximately

30 per cent of all of the recoverable anthracite in Pennsyl-

vania, based on estimates of Federal experts; and approxi-

mately 56 per cent of the total, based on estimates of the

engineers of the owners.

In spite of these large holdings The Philadelphia and

Reading Coal and Iron Company leases the Hammond and

the Kimberley Collieries from the Girard Estate. The Ham-
mond Colliery is one of the largest owned by the Girard Es-

tate. During 1935, The Philadelphia and Reading Coal and

Iron Company shipped 350,025 net tons of anthracite from

this colliery, and during 1936 the shipments totaled 348,514

net tons. These large shipments were made possible by

operating the colliery the equivalent of 411 8-hour days

during the calendar year 1935, which is equivalent to 137

per cent of full time; and 350 8-liour days during 1936. In

other words, The Philadelphia and Reading Coal and Iron

Company was operating this leased colliery on a double-
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shift basis for a large part of 1935 and 1936, and depleting

the anthracite of the Girard Estate which otherwise might

later have been leased to some other company. At the same
time The Philadelphia and Reading Coal and Iron Company
owned and controlled recoverable anthracite sufficient to

last hundreds of years at its present rate of production,

which is at an annual rate of over seven million net tons

per year, exclusive of over one and one-half million net-

tons per year produced by its tenants.

Normal Anthracite Reserves

In the past, the most frequent and common criticism of

the anthracite industry by the courts, Federal investigating

agencies, and others, has been its monopolistic nature. This

monopoly has been made possible due to the concentration

of the anthracite lands of the United States within a lim-

ited area in eastern Pennsylvania, and their control by a

very few companies.

In order to obtain and to continue to exercise this monop-

olistic control, a few companies have purchased or leased

anthracite deposits far in excess of their normal require-

ments, for the purpose of preventing other firms from ob-

taining them and competing in the production and transpor-

tation of anthracite.

Most industries are dependent upon outside sources for

their raw materials, and are limited to such quantity as

they can conveniently store, usually not in excess of a

year’s supply. Tn a few cases, such as the production of

flour, the producer can hedge himself so as to be somewhat

free from possible fluctuations in the price of his raw mate-

rials. However, in most cases the selling price fluctuates

with the changes in the price of raw materials, and the

producer is content to derive his profits from his manufac-

turing operations and not from a speculation in his raw ma-

terial requirements for a great many years in the future.

The possible adverse effect on the financial operations of an

industry, of the carrying of excess supplies as a specula-
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tion, is recognized by authorities on business finance.

The Federal Government, in administering the income

tax laws, has done elaborate research work into the life of

plants and mines in order to arrive at a proper figure for

depreciation and depletion. In general its findings are that

no industry should be burdened with reserves or similar

items in excess of the amount that will be consumed during

the life of the plant, or within the business lifetime of man
which is considered to lie approximately forty years.

Changes in habits, obsolescence, and other factors are such

as to make it impossible to forecast, with any degree of ac-

curacy, future developments beyond such a period of time.

In the anthracite-mining industry it is very important,

from both the public’s and the companies’ standpoint, that

the producing companies be divorced from what might be

termed a speculation in anthracite lands, and that no an-

thracite operating company own or control recoverable

anthracite in excess of that which will take care of its

estimated requirements during the life of its mining equip-

ment. Anthracite is a national resource which was placed

at the disposal of man for his use and benefit. To permit

any one company or group of companies to control even a

portion of the recoverable anthracite for a long period in

the future is unwise and not in the public interest, or the

interest of the holders of the companies’ securities. From
the standpoint of the companies’ security holders the con-

trol of vast reserves of recoverable anthracite is unwise,

as the burden of carrying the unproductive reserves de-

creases or makes impossible the payment of dividends, and
often causes companies to default interest payments on

their bonds.

The Federal Trade Commission, in its Preliminary Re-

port on Investment and Profit in Soft-coal Mining (May,

1922), computed the excess reserves on the assumption that

.30 years was the normal life of mining equipment. Tn com-

menting on this assumption, the Commission stated that it

was a generous one since as a rule depreciation of mining
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equipment is charged on the basis of a 20-year life.

A thorough study lias been made of the various items

which make up an anthracite colliery. It was found that

the life of the buildings and equipment varies from a few

years, in the case of mine cables, cars and similar equip-

ment, to an average of about 35 years in the case of break-

ers. Properly designed and constructed breakers often last

for an even longer period, but usually new developments

will render them obsolete within 30 or 40 years. A weighted

average, based on the value and life of the various equip-

ment, indicates that the average life of the buildings and

equipment is approximately 25 years. This, of course,

varies depending upon conditions in the mines, such as sul-

phur, etc., but in general it is considered a reasonable esti-

mate.

In computing the tonnage of recoverable anthracite in

excess of an amount sufficient to supply the present com-

panies for 25 years, at their average of production of fresh-

mined anthracite for the three-year period of 1934-1936 in-

clusive, it has been assumed that those which do not have

a 25-year supply would be able to lease lands containing

sufficient recoverable anthracite to permit them to continue

operations for a 25-year period. Results of these computa-

tions are as folloAvs:

Average annual production of

fresh-mined anthracite for 1934-

1936, inclusive

Recoverable anthracite required to

supply producers for 25 years,

at average annual rate given

above
Recoverable anthracite in Pennsyl-

vania as of January 1, 1937, as

computed from estimates of engi-

neers of the owners
Recoverable anthracite in Pennsyl-

vania as of January 1, 1937, as

computed from estimates of Fed-

eral experts

52,210,968 net tons

1,305,274,200 net tons

4,837,246,836 net tons

454

9,1 36,224,1 60 net tons



Recoverable anthracite as of Janu-
ary 1, 1937 in excess of amount
necessary to supply producers for

25 years at average annual pro-

duction of 1934-1936 inclusive,

on basis of estimates of engineers

of the owners 3,531,972,636 net tons
Recoverable anthracite as of Janu-
ary 1, 1937 in excess of amount
necessary to supply producers for

25 years at average annual pro-

duction of 1934-1936 inclusive,

on basis of estimates of Federal

experts 7,830,949,960 net tons

From the above table it will be noted that the anthracite

reserves in excess of those needed for 25 years’ production,

based on the estimates of engineers of the owners, were 3,-

531.972.636 net tons, as of January 1, 1937. The detailed

figures from which this amount was derived showed that the

excess reserves of the six companies which had sufficient

recoverable anthracite to supply their needs for more than

25 years, was 3,697,791,660 net tons; and that the seven

companies which had sufficient recoverable anthracite to

last from 1.48 years to 20.97 years, required an additional

157,490,071 net tons in order to operate for the full 25 years,

leaving a net excess reserve for the 13 companies of 3,540,-

301,589 net tons.

The excess reserve for the State as a whole was 3,531,-

972.636 net tons, which indicates that, in the industry as a

whole, the operating companies not having sufficient recov-

erable anthracite to meet their requirements would have to

lease 8,328,953 net tons from the six companies which have

excess reserves, in order to operate 25 years; and that at

the end of 25 years all of the recoverable anthracite in the

State of Pennsylvania would be under the control of these

six companies. If in making the computations the excess

reserves of recoverable anthracite based on the estimates

of Federal experts had been used, there would have been

no material change in the results since the difference in the
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estimates of the Federal experts and the engineers of the

owners is largely on the quantity of anthracite contained

in the deposits controlled by these six companies.

Possibly some or all of these six companies would be

willing to lease sufficient recoverable anthracite to other

companies to permit them to operate. Even so, such com-

panies would operate only at the will of these six com-

panies, making any effective competition improbable.

Value and Burden of Anthracite Reserves

The data on recoverable tonnage furnished by the an-

thracite-producing companies to the Commission were di-

vided into: Tonnage on lands owned and operated, on lands

owned and leased to others, on lands owned and not op-

erated, on lands leased from others and operated, and on

lands leased from others and not operated. In determining

the value of the anthracite reserves, the tonnage on the

lands owned and not operated was taken at the value shown

on the books of the company. Sufficient additional tonnage

was taken from the amount owned and operated to make
up the reserve, and the value computed using the average

value per ton of the anthracite owned and operated. Where
the value of the recoverable anthracite of a company was

not segregated as to that operated and that not operated,

it was estimated that the recoverable anthracite required

for 25 years’ operation had an average value per ton which

was double the value per ton of that which was classed as

excess reserve, on the assumption that a company would

mine its most valuable anthracite first.

Individual values were thus obtained for the excess re-

serves of each company. Added together they gave a total

value of $72,101,521 for the 3,540,301,589 net tons of recov-

erable anthracite owned by the thirteen companies and

classed as net excess reserves. This is an average value of

2.0366 cents per net ton. On this same basis the 3,531,972,636

net tons of recoverable anthracite in the State of Pennsyl-

vania (based on estimates of engineers of the owners)
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which were in excess of that required for 25 years’ opera-

tion, had a total value as of January 1, 1937, of $71,932,155.

In other words, the anthracite industry, and in reality the

six principal producing companies, have an extra invest-

ment of $71,932,155 on which the taxes and carrying charges

are a serious burden.

Taxes on the lands containing these reserves, interest on

the investment, and other expenses incident to the owner-

ship of the lands, are not properly chargeable to operating

costs although most companies charge them to such costs.

However, they must he paid and, regardless of how they are

shown on the hooks, they affect the financial operations of

the companies.

The effect on the industry of the ownership of excess

reserves of anthracite lands has been an important item

in the various studies of the industry. Commenting on the

findings of the United States Coal Commission as given in

its report which was printed in 1925, an authoritative sum-

mary by the staff of the Commission, under the title of

“What the Coal Commission Found”, stated:

“The outstanding example of excess reserves of coal-

hearing lands is the Philadelphia and Reading Coal and
Iron Company, which owns eightv-five thousand acres
of coal lands. According to a semi-official estimate
made some years ago, the coal in these lands is suffi-

cient to last for 21(1 years. The engineering department
of the Coal Commission estimates the life of the prop-
erty at a still higher figure. The taxes on the excess
land add to the already high production cost of the
Reading and reduce its margin.

“Freed from this extra tax burden the margin might
he sufficient to pay a modest return if applied to a sim-
ple investment in operating properties. Spread over
this vast future reserve, the actual margin has paid a
very small return. “The origin of this condition dates
hack to 1871, when the prosperous Philadelphia and
Reading Railroad undertook to buy up all the available
coal lands in the middle and southern anthracite re-

gions in order to prevent its rivals, principally the
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Pennsylvania and the Lehigh Valley Railroads, from
entering its territory and taking away its traffic. In
their haste the officers of the road bought at what were
then high prices, a vast speculative reserve of coal

lands. They made the purchases through a mining com-
pany organized expressly for the purpose and called the

Philadelphia & Reading Coal and Iron Company. To
finance the enterprise they borrowed about $40,000,000

and advanced it to the mining company. The mining
company has since been run as an adjunct to the rail-

road. Its function has been to provide traffic. Most of

the time it has been quite unable to pay the railroad

more than nominal interest on the sums advanced to it.

“These ill-advised purchases of land were one cause,

though not the only cause, that three times drove the

Philadelphia and Reading Railroad into bankruptcy.

In the last receivership (1896) a change in organization

was effected and a holding company known as the

Reading Company was created which, until December
31, 1922 (the end of the period covered by this report)

owned the stock of both the Philadelphia and Reading
Railway Company and the Philadelphia and Reading
Coal and Iron Company. During the first half of 1923

a plan for the segregation of the railroad and coal prop-

erties was approved hv the courts.

“During these receiverships the values of the land

were written up $20,000,000 to wipe out deficits. Since

then there have been “write-downs” so that the book
values of the coal lands are today written up only about

$7,000,000 and are now about $40,000,000.

“The Coal Company owes the holding company, ac-

cording to the accounts, the sum of $69,000,000. The
holding company has carried this by borrowing at 4

per cent on a general mortgage, for which the property

of the coal company is pledged as part security.

“The Philadelphia and Reading Coal and Iron Com-
pany has never paid a dividend. It has never paid more
than 1, 2 or 3 per cent a year interest on the Reading

Company loan of $69,000,000, although the money
which is carrying the loan is borrowed at 4 per cent.

In the years before the war, the coal company was
earning 1 or 2 per cent on its book values, and the

Reading Company was remitting the unpaid interest,
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and year by year forgiving a part of the principal.

“At first sight it would appear that the Philadelphia
and Reading Coal and Iron Company has been ex-

tremely unprofitable. Its production costs has [sic] in-

deed been high. Its mines are located in the steeply

pitching beds of the western Middle Field, where costs

are high, and the Southern Field, where they are still

higher. Other companies in these fields, however, have
managed to get along. The peculiar difficulty of the

Reading has apparently been to pay the taxes and inter-

est in its enormous reserve of coal lands.

“Had the anthracite business been an ordinary com-
petitive business and the Philadelphia and Reading
Coal and Iron Company an ordinary competing busi-

ness enterprise, one of two things would have happened
long ago. The company would either have been forced
out of business or else forced to sell pari of its coal

lands to some one else.

“The thing that saved the Reading Coal and Iron

Company was the absence of effective competition, due
to the peculiar economic organization of the anthracite

industry.” (Pages 396-398).

In February, 1937 The Philadelphia and Reading Coal

and Iron Company announced that the interest due March

1, 1937 on its debenture bonds would not be paid, and filed a

voluntary petition for reorganization under Section 77-B

of the Federal Bankruptcy Act. It cannot be denied that

the cost of carrying large excess reserves of unmined an-

thracite was again a contributing factor to creating a sit-

uation which caused The Philadelphia and Reading Coal

and Iron Company to go into bankruptcy.

The face value of the 20-vear Convertible 6% Debenture

Bonds outstanding on December 31, 1936 was $29,148,000.

On the same date The Philadelphia and Reading Coal and

Iron Company had recoverable anthracite in excess of that

needed for its own operations for 25 years and for its share

of the amount to be leased to others, in order to make up

their deficiency for 25 years, valued on its books at $25,153,-

648. This item alone would lack only about four million
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dollars of offsetting the entire bond issue, and in addition

would relieve the company of a large amount now being

paid annually in taxes to carry the excess anthracite under

the present dog-in-the-manger policy of the company.

Data compiled by the Bureau of Internal Revenue from

income tax reports and given in detail in the report on

Financial Operations of Anthracite Companies show that on

December 31, 1934, or the fiscal year ending nearest this

date, the concerns whose predominant business was classi-

fied as “Mining and Quarrying—Anthracite Coal” had

bonded indebtedness and mortgages totaling $210,538,000.

During the year 1934 these firms paid $10,905,000 interest,

which is an annual rate of 5.2 per cent on this debt. On the

same date these firms had capital assets, i. e., land, building

and equipment (less depreciation), amounting to $360,619,-

000. Taxes for the year, other than income taxes and taxes

included as a direct cost in the production of anthracite,

amounted to $12,974,000, which is an annual rate of 3.6

per cent. Therefore, the interest and taxes on capital assets

was at a rate of 8.8 per cent per year.

The annual cost of interest and taxes on the investment

of $71,932,155 in recoverable anthracite over and above the

amount required for 25 years’ production, at 8.8 per cent

was $6,330,030. This was an average of 12.1 cents on each

net ton of the annual average of 52,210,968 net tons of fresh-

mined anthracite produced in Pennsylvania during the

tbree-vear period, 1934-1936. This amount is an absolute

minimum and does not take into consideration other costs

in I lie form of administration, protection, etc. These other

costs were to some extent offset by income from timber,

water and power rights, etc., but an examination of such

information as is available shows that under existing con-

ditions such income would not reduce the amount of taxes

and interest below the figure of $6,330,030.

The above cost of 12.1 cents per net ton, on account of

interest and taxes on excess anthracite reserves, is based on

the present policy of the operating companies of charging
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such costs to their current expenses. In case the taxes and

interest are allowed to accumulate, which is another way
of saving that the company borrows the money to pay this

interest and taxes either through notes, security issues, by

withholding dividends from stockholders, or by defaulting

on interest payments, it is found that the investment of

$71,932,155 would increase as follows, on the basis of 5.2

per cent interest and 3.6 per cent taxes:

at end of 5 years $ 96,677,635,

at end of 10 years 167,191,908,

at end of 15 years 254,905,978,

at end of 20 years 388,620,661,

at end of 25 years 592,476,388.

Accordingly, at the end of 25 years, the companies owning

the recoverable anthracite would have increased their in-

vestment from $71,932,155 to $592,476,388 and the excess

recoverable anthracite would have increased to an average

value of 16.77 cents per net ton, based on a total of 3,531,-

972,636 net tons as computed from estimates of engineers of

the owners; or 7.57 cents per net ton, based on a total of

7,830,949,960 net tons as computed from estimates of Fed-

eral experts. In case the same rate of interest and taxes con-

tinued the excess recoverable anthracite remaining at tbe

end of 50 years would have an average value of $1.38 per

net ton on the basis of the estimates of engineers of the

owners or 62.3 cents per net ton based on estimates of Fed-

eral experts.

Plans for Handling Anthracite Reserves

Any practical and lasting solution of the anthracite prob-

lem requires that the ownership and control of the excess

anthracite reserves be separated from the anthracite-] >ro-

ducing companies and the anthracite-carrying railroads and
transferred to other interests. Such separation must be

complete and not merely a technical separation, as in the

case of the anthracite-carrying railroads and the anthracite-

producing companies, as a result of the Supreme Court De-
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cree of 1920 ordering a separation of anthracite mining and
transportation interests.

Such ownership and control could he under any one of

the following:

1 . Private interests.

2. Federal Government.
3. Commonwealth of Pennsylvania.

Private ownership and control is to be preferred, pro-

vided it can he accomplished under proper supervision.

Such ownership and control should be entirely separate

from the same interests which control the anthracite-pro-

ducing companies and the anthracite-carrying railroads.

This requires the absolute sale of the reserves of recover-

able anthracite in excess of those required for 25 years’

operation, now owned by the anthracite-operating com-

panies and by companies in any way, either directly or in-

directly, connected with the ownership or control of the an-

thracite-carrying railroads and the anthracite-producing

companies.

The principal difficulty that would be encountered in in-

ducing private interests to purchase the excess anthracite

lands, is the long period of years when no income would be

received and during which interest on the investment

would be mounting and taxes would have to be paid. As-

suming 5 per cent interest on the investment and 3 per cent

for taxes annually, which are the minimum amounts that

any private interests could figure on, the annual cost would

be 8 per cent. (With increasing taxes and money rates it

would probably be nearer 9 or 10 per cent.) Since none

of the anthracite would be sold during the first 25 years, and

some of it would not be marketed for over 100 years, the

burden of carrying it would make the investment very un-

attractive to investors. For each dollar invested in recover-

able anthracite the purchaser would have to receive $6.85

at the end of 25 years, in order to be reimbursed for taxes

at a rate of 3 per cent and to earn 5 per cent gross interest

on his investment. From this point on the amount would

increase, as follows:
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Amount Which an Investor Must Receive at the End of a

Specified Number of Years in Order to Be Reimbursed for

Taxes at a Rate of 3 per Cent a Year and to Earn 5 per
Cent Annual Interest on Each $1.00 Invested

Period Amount

25 years $ 6.85

30 years 10.06

35 years .... 14.79

40 years 21.72

50 years ... 46.90

60 years 101.26

75 years 321.20

90 years 1.018.92

100 years 2,199.76

From the above table it can be seen that the carrying

charges, interest and taxes, mount so rapidly that they

soon reach a point where the recoverable anthracite in the

ground would have to be sold for more than anthracite is

now worth at the breaker. There would be some income
from timber, water and power rights, etc., but this income

would be fully offset by expenses for protection, etc., which

are not included in the 8 per cent annual charge.

While the above figures seem absurd, especially for the

longer periods of years, they show exactly what has been

happening in the past. The only reason they have not ap-

peared more prominently is that the anthracite-producing

companies which own the excess reserves of recoverable

anthracite have been making the payments through a

method of accounting which charged the items to current

costs, and had the effect of increasing the price of anthra-

cite to the consumer, reducing dividends and sometimes cre-

ating conditions causing defaults of interest payments and
adjustments of capital.

Assuming the substitution of a severance tax, or tax when
the anthracite is produced, in place of an annual tax of 3

per cent or more, it is still not practical to purchase and
hold reserves of recoverable anthracite for long periods of

years, as is shown by the following table:
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Amount Which an Investor Must Receive at the End of a
Specified Number of Years in Order to Earn 5 per Cent

Gross per Year on Each $1.00 Invested

Period Amount

25 years . . . . $ 3.39

30 years . . . . 4.32

35 years .... 5.52

40 years . . . . 7.04

50 vears ... 11.47

60 vears . . 18.68

75 years .... 38.83

90 years . . 80.73

100 vears . 131.50

When the severance tax is added to the above amounts

they become so large, especially in the later years, as to

make it difficult to sell the unmined anthracite at a price

which will enable the producers to mine and prepare it and

compete with other fuels. From the above analysis it ap-

pears that the ownership and control of the excess recover-

able anthracite by private interests is not practical.

The ownership and control of the reserves of recoverable

anthracite by the Federal Government could be handled in

much the same manner as that in which the Federal Gov-

ernment now owns and controls the National Forests. Under
this plan the United States Forest Service administers

more than 165,000,000 acres of forest lands, protecting

and improving them, and managing their resources for

orderly and continuous use and service, and for the

maintenance of stable economic conditions in the com-

munities where the forests are located. When there is a

definite need for timber, and timber suitable for cutting is

available on the National Forests, such timber is sold to the

highest bidder and is purchased, cut, and manufactured by

private interests. In this way the Federal Government con-

trols the orderly marketing of the timber it owns, and does

not demoralize the lumber industry by dumping surplus

supplies on a saturated market, as is so often the case when
private owners are forced to liquidate their holdings for one
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reason or another. In the adiministration of the forests,

provision is also made for popular outdoor recreation and
full public use of the forests in every way practical.

The adoption of such a plan would require the purchase

by the Federal Government of the lands containing the ex-

cess recoverable anthracite. Such purchase has been advo-

cated by some on the ground that the Commonwealth of

Pennsylvania should not be solely responsible for protect-

ing the anthracite supply of the nation. However, the de-

sirability of such a plan is questionable in view of the fact

that the recoverable anthracite is located in a limited area

within one State, Pennsylvania, and therefore its owner-

ship is a State matter.

A plan containing a combination of private and Federal
Government control of the anthracite resources was submit-

ted to the United States Senate by Senator Guffey of Penn-
sylvania, on July 15, 1937, as a part of Senate Bill 2780; and
to the 1 nited States House of Representatives on the same
date by Representative Boland of Pennsylvania, as a part

of House Bill 7866. The plan, as given in the bills, was as

follows:

“The Anthracite Reserve

“Sec. 1. For the purpose of conserving the anthra-
cite resources of the United States and assuring a fu-
ture supply thereof in time of peace and war, promoting
the economical production thereof, and checking the
wasteful production thereof, there is hereby created a
national anthracite reserve.

“Sec. 2. Any owner of lands in the United States
containing anthracite deposits or the mineral rights
to such deposits, and desiring to convey the same to
the l nited States, shall submit his offer so to do to the
Secretary of the Interior of the United States, to-
gether with evidence of his title and such surveys,
maps, and records as the Secretary may require, and
the Secretary shall thereupon accept a deed of such
lands and/or mineral rights as a part of the national
anthracite reserve.
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“Sec*. 3. The United States may acquire by eminent
domain the surface title adjacent to the lands so volun-

tarily conveyed insofar as such acquisition may be
necessary for forestation or flood control, in connection

with the lands so voluntarily conveyed.

“Sec. 4. The surface of all lands acquired by the

United States pursuant to the provisions of this title

may be utilized by the United States for purposes of

forestation and/or flood control, but no such lands or

mineral rights shall be sold, leased, or mined except in

accordance with the provisions of this title. The
grantor of all lands or deposits, and his successors and
assigns, may at any time apply to the Secretary of the

Interior for a reconveyance to him of all, or a portion,

of said lands or deposits, for the purpose of mining
anthracite therefrom. Said application shall set forth

the reasons therefor, and the extent of the mining op-

erations then in contemplation. The Secretary shall

thereupon investigate the facts and circumstances,

holding such hearings as he may deem necessary, and
shall grant such application to the extent that lie finds

that such additional mining operations will not conflict

with the best interests of the industry and the con-

sumers of anthracite. In the event that the application

is refused, the grantor, his successors and assigns, may
apply to the district court of the United States where
the lands are located for a review de novo of such re-

fusal, in which event the review of said court shall

extend to all questions of fact and law. If the court

shall find that the mining operations in contemplation
will not be prejudicial to the interests of the industry,

or the anthracite consumer, an order shall be entered
directing the Secretary of the Interior to reconvey the

said lands or rights, or such part thereof as the court

shall find should be reconveyed.
“The rights defined in this section shall not be im-

paired or taken away from the grantor, his successors

and assigns, by any subsequent act of Congress, or

otherwise, except on the payment of just compensation.
“Sec. 5. In the event that the Secretary of the Inte-

rior shall find after holding public hearings, with notice

to the grantors of all land and rights voluntarily con-

veyed, or their successors and assigns, that a permanent
increase in the demand for anthracite, or a reduction
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in the productive facilities thereof, lias resulted in an
insufficient supply of anthracite to meet market de-

mands, he shall offer to reconvev to one or more
grantors, or their successors and assigns, sufficient

lands and/or mineral rights, upon condition that such
grantee or grantees shall immediately proceed to pro-

duce enough anthracite to meet the deficiency in the

supply thereof for public needs. If any such person
shall reject said offer of the Secretary of the Interior,

or refuse to comply with the conditions of said offer,

the Secretary of the Interior may lease or sell said
lands or rights to some other person, upon the same
terms and conditions and for reasonable compensation,
and shall from time to time pay over to the original

grantor, his successors and assigns, all funds received
by him on account of the purchase or lease of said lands
or mineral rights.

“Sec. 6. All existing and future rights-of-way
across lands in the anthracite reserve for highways,
railways, electric, telephone and telegraph lines, or pipe
lines shall be subject to rules and regulations prescribed
by the Secretary of the Interior.”

These bills were not acted upon at the first session of the

Seventy-fifth Congress, which adjourned August 21, 1937.

Any plan for the ownership and control by the Common-
wealth of Pennsylvania, of the lands under which the excess

recoverable anthracite is located, should be on a self-

liquidating basis.

The purchase of the anthracite lands by the Common-
wealth of Pennsylvania could properly be on the basis of

bonds issued by the Commonwealth and given to the owners

in exchange for their lands. Such bonds could be sold at

once, or retained as an investment by the smaller holders,

line companies, estates and independent operating com-

panies which would receive them.

Various school districts and municipalities in the Com-
monwealth of Pennsylvania have recently issued bonds for

schools, waterworks, etc. at rates of interest varying from

214 to 2% per cent. These bonds run from twenty to thirty

years. It is believed, therefore, that the Commonwealth
of Pennsylvania could issue 25- or 50-year bonds in an
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amount sufficient to purchase the anthracite lands in the

State, at an interest rate not in excess of 3 per cent, and

possibly at 2 l/2 per cent.

As previously shown in this report, the value of the re-

coverable anthracite in excess of that required for 25 years’

operation was $71,932,155 on January 1, 1937. Allowing for

all costs in connection with the acquisition and bond issue,

it is estimated that the total cost of the anthracite lands

would not exceed $75,000,000. The following table shows the

amount of annual payment required to amortize a bond is-

sue of $75,000,000 at 3 per cent interest over a period of 25

and 50 years, and also the annual payment necessary at

other rates and for longer periods of time.

Amount of Annual Payment Required to Amortize a Bond
Issue of $75,000,000 over 25, 50, 75, and 100 Years at Va-

rious Rates of Interest

r~ Rate of Interest \

Years Q cr/o/o 31/2% 4% 5%
25 $4,307,090 $4,550,553 $4,800,897 s|55,321,435

50 2,914,913 3,197,528 3,491,265 4,108,256
rr r"

1 5 2,525,097 2,840,189 3,167,175 3,849,121

100 2,373,500 2,711,945 3,060,600 3,778,736

Assuming that the landl was purchased, and it was de-

cided to meet the amount required for amortization of the

bonds is;-med by charging a tax on all anthracite mined in

the State of Pennsylvania, the following table indicates

the average charge necessary per net ton to amortize the

bonds, at various rates of interest, annual productions of

anthracite, and periods of time.

Cents per Net Ton of Anthracite Mine>d Required to

Amortize a Bond Issue of $75,000,000 at Various Rates
of Interest

,
Annual Productions.

,
and Periods of Time

Annual Pro- 3% 3% 4% 4% 5% 5%
duction in 2;5 Yrs5. 50 Yrs., 25 Yrs. 50 Yrs. 25 Yrs. 50 Yrs.

Net Tons (c:ents
)
(cents) ( cents

)

(cents) (cents) (cents)

50,000,000 8.6 5.8 9.6 7.0 10.6 8.2

60,000,000 7.2 4.9 8.0 5.8 8.9 6.8

75,000,000 5.7 3.9 6.4 4.7 7.1 5.5

90,000,000 4.8 3.2 5.3 3.9 5.9 4.6
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The foregoing plan is based on the levying by the Com-

monwealth of Pennsylvania of a tax on all anthracite pro-

duced, in order to secure funds for the purchase by the

Commonwealth of the lands containing the excess recover-

able anthracite. After 25 years this tax could be reduced

or abolished, as the Commonwealth would then be leasing

the anthracite to the producing companies and the royalty

payments would meet the interest and amortization charges.

An alternate plan for handling the acquisition of the

lands by the Commonwealth of Pennsylvania would elimi-

nate the levying of taxes on the anthracite-producing com-

panies, and appears to offer several other definite ad-

vantages. This alternate plan is outlined briefly in the

following paragraphs.

Money at 3 per cent interest, compounded annually,

doubles itself in approximately 23 ]/o years. In other words,

for each 47.76 cents invested at 3 per cent compound inter-

est, the investor would have an equity of $1.00 at the end of

25 years. The Commonwealth of Pennsylvania would pay
for the excess anthracite reserves through the issuing of

50-year bonds. Since the excess anthracite reserves would

not be drawn upon for 25 years, the plan provides that no

interest would be paid in cash on the bonds for the first

25 years; but that, instead, interest would be allowed to

accrue at 3 per cent compound interest, computed on the

exchange value of the bonds. The bonds would be issued

on a discount basis, in the same manner as the Federal

Government issued United States Savings Bonds, at a rate

of $1.00 face value of bonds for each 47.76 cents in value

of anthracite lands. The bonds would increase in value each

year during the first period of 25 years, at the end of which

time they would reach their face value. The bonds would be

amortized during a second 25-year period, starting when
the bonds reached face value and continuing for the first 25

years that the recoverable anthracite was being sold to pro-

ducing companies. During this second 25-vear period a

certain number of bonds, to be selected by lot, would be



retired eaeli year, and interest at 3 per cent on tlie face

value would be paid on all bonds not retired. Funds for

paying the interest and retiring the bonds would be secured

from the royalty charges on the anthracite leased to the

operating companies. At the end of 50 years from the date

the lands were acquired, all the bonds would be retired and

the Commonwealth would own the remaining recoverable

anthracite, which it would continue to sell on a royalty

basis. The bonds would be a direct obligation of the Com-
monwealth of Pennsylvania. Provision could be made for

redemption on the basis of a somewhat lower rate of interest

during the first 25 years that the bonds were in existence.

Bonds so redeemed could be reissued at not less than the

redemption price.

The operation of the plan would be as follows: It would

require $150,609,958 face value of bonds to acquire the lands

containing the excess recoverable anthracite, valued at $71,-

932,155. Allowing for costs of appraisals, condemnation

proceedings, etc., it is estimated that the total face value of

the bonds issued would be $155,000,000. For the first 25

years there would be no interest payments or bonds re-

tired, and the cost of carrying the lands would be offset by

timber sales, income from water and power rights, etc.

To pay interest annually at a rate of 3 per cent and to

retire the entire bond issue, would require an annual expen-

diture of $8,901,320 during the second period of 25 years.

This amount could be obtained from royalty charges on the

anthracite sold to private anthracite mining companies.

The rate of the royalty per net ton, based on various esti-

mated amounts of annual production, would be as follows:

per Net Ton
Royalty

(cents)

17.8

14.8

11.9

9.9

50.000.

000

60.000.

000

75.000.

000

90.000.

000
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It is, of course, understood that these rates are averages

and that the charges would be greater or less on individual

deposits of anthracite, depending on the depth of mining,

size of seams, and other factors. A schedule of charges

could be worked out so as to give the average amounts

shown above as necessary to provide sufficient funds to pay

the interest and amortize the bonds.

Offhand it might appear that the plan was unfair to the

present owners of the anthracite lands, and that they were

being asked to sell their lands on a basis whereby the Com-
monwealth of Pennsylvania could pay for them in fifty

years by selling the anthracite to the present owners of the

lands, during the last 25 years of the period. A more

careful consideration of the plan will reveal that the plan

is fair; that it would relieve the present owners of taxation;

that the estimated charge per ton is no higher than the

average royalties now paid; and that during the next 25 to

50 years, royalties are bound to increase if the anthracite

remains in private hands.

It will be noted that the average royalty of 17.8 cents

per net ton, based on an annual production of 50,000,000

net tons is the maximum average royalty probable, and

that the amount decreases as the annual production in-

creases. In the preceding section of this report, it was

shown that the average value of the recoverable anthracite

was 2.04 cents per net ton on January 1, 1987, and that this

average amount would increase to 16.77 cents per net ton

in 25 years at 5.2 per cent interest and 3.6 per cent taxes, the

present average rates paid by the anthracite-producing

companies. The value of 16.77 cents per net ton would ap-

ply only to the anthracite mined the first year that the re-

serves were used, and each succeeding year it would be

greater. Therefore, an average royalty of 17.8 cents per

net ton for a period of 25 years would be much less than the

cost under private ownership, which would be from 16.77

cents per net ton the first year, up to $1.38 per net ton at the

end of 25 years’ use of the reserves.
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There is very little question hut that the honcls would

have a ready sale in case any of the individuals, companies or

others receiving them in exchange for their lands wished to

dispose of them. The Federal Government has had no diffi-

culty in selling approximately one million dollars of similar

bonds each business day, based on annual interest accruing

at a rate of 2.9 per cent compounded semiannually and the

bonds reaching face value in ten years. Such bonds offer

a big inducement to investors who wish to preserve their

capital for future use or as gifts, and who do not need

current income. The bonds would appeal to small investors

as the bonds would not fluctuate in value, the owners would

not have to remember to clip coupons, and they would not

be bothered with reinvesting the interest because it is al-

ready reinvested at compound interest. The bonds would

offer an ideal way to accumulate an educational or retire-

ment fund.

The big advantage of the plan, to both the operators and

the Commonwealth of Pennsylvania, is that it will provide

for the control and orderly production of anthracite, and

thereby tend to eliminate cut-throat competition and place

the industry on a sound financial basis.

Summary and Conclusions

The surface lands under which the deposits of anthracite

are found, are located in an area of approximately 484

square miles in eastern Pennsylvania. A strip of land 125

miles long by 35 miles wide, containing the anthracite fields

and nearly 3,900 square miles of other land, was originally

purchased from the Indians of the Six Nations by the Pro-

prietary Government of Pennsylvania, in 1749, for approxi-

mately $2,500.00.

A large portion of the anthracite land is now covered

with second-growth timber which is not being properly

cared for by those owning it. On January 1, 1937, ap-

proximately 78 per cent of the total anthracite lands were

owned or controlled by anthracite-producing companies

472



which were directly or indirectly affiliated with the same

financial interests that controlled the anthracite-carrying-

railroads.

The anthracite lands were estimated hv a Federal expert

to have originally contained approximately 23,300 million

net tons of anthracite. From the earliest mining to .Janu-

ary 1, 1937 approximately 6,500 million net tons of anthra-

cite had been removed or lost in mining, leaving approxi-

mately 16,800 million net tons in the ground—of which

9,136 million net tons were estimated to be recoverable.

Of this amount 55 per cent is in the Southern Field; 23i/
4

per cent in the Western Middle Field; about 20 1/> per cent

in the Northern Field, and about 1 !4 per cent in the Eastern

Middle Field.

As of January 1, 1937, the owners of the anthracite lands

had, according to their books, 4,837 million net tons of re-

coverable anthracite, based on the estimates of their engi-

neers. The large difference between this amount and the

9,136 million net tons computed from estimates of the Fed-

eral experts, is due in part to the fact that the engineers of

the owners base their estimates on the existing practice as

to depth of mining, size of seams which can be mined, etc.,

whereas the Federal experts base their estimates on what

they think will be the practice in future years when the an-

thracite is recovered. Also the question of taxes enters into

the calculations, the owners being inclined to be very con-

servative in their estimates so as to lessen their taxes as

much as possible.

Based on the estimates of the owners, the anthracite-pro-

ducing companies identified with the same financial inter-

ests as the anthracite-carrying railroads, owned and leased

or controlled 94.65 per cent of the total tonnage of recov-

erable anthracite in Pennsylvania on January 1, 1937. The
total value of the anthracite deposits, as computed from the

books of the owners, is approximately 250 million dollars,

which is about $813 per acre. This is an average of 5.17

cents per net Ion of recoverable anthracite, based on the
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owners’ estimates of tonnage; and 2.74 cents per net ton

based on the estimates of Federal experts.

During the past three calendar years (1934-1936) there

has been an average of 52,210,968 net tons of fresh-mined

anthracite produced each year. On the basis of the esti-

mates of the Federal experts, it is computed that the the-

oretical life of the recoverable anthracite, provided such a

production were continued, would be 175 years; and on the

basis of the estimates of the engineers of the owners, it

would be approximately 93 years. Greater or lesser rates

of production would, of course, change the estimated life

of the anthracite deposits. The recoverable anthracite is

not evenly distributed among the anthracite-producing com-

panies, some having sufficient anthracite for only one year’s

operation, at the present rate of production, and one com-

pany having sufficient anthracite for over 300 years’ op-

eration.

If tbe present rate of production is continued by the va-

rious companies, after 25 years all of the recoverable an-

thracite remaining will be owned or controlled by six op-

erating companies; and a few years later it will be concen-

trated in the hands of four companies. The large holdings

by a few companies result in a tremendous financial burden

on these companies in the form of taxes and interest, in

order to continue to carry anthracite deposits which will not

lie needed for more titan 25 years. The efforts of the com-

panies to lighten the burden result in excess prices to con-

sumers of anthracite, and reductions in dividends to stock-

holders. Tn at least one case the result has been a default

in payment of interest, which in turn lias contributed to the

bankruptcy of an operating company.

No one operating company should own or control an-

thracite deposits in excess of the amount required for its

production during the average life of its mine buildings and

equipment. Such a life is estimated to be 25 years. All

anthracite deposits in excess of this amount should not be

owned or controlled by the operating companies, either di-
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rectlv or indirectly. At the average annual rate of produc-

tion during 1934-1936, it would require 1,305 million net

tons of anthracite to supply all of the producing companies

for 25 years. Deducting this from the estimated amount

available on January 1, 1937 leaves approximately 3,532

million net tons of excess recoverable anthracite, based on

the estimates of the owners; and 7,831 million net tons based

on the estimates of Federal experts.

These excess reserves of recoverable anthracite were val-

ued on the books of the owners at $71,932,155 as of January

1, 1937. Tli e rate of interest on the funded debt of the

operating companies is 5.2 per cent and the rate of taxes on

anthracite deposits is approximately 3.6 per cent, making

a total annual rate of 8.8 per cent for interest and taxes on

reserves of recoverable anthracite. On this basis the annual

carrying charge is $6,330,03(1 for taxes and interest, which

is charged to current operating costs by most anthracite-

producing companies. Such a charge increased the cost of

producing anthracite 12.1 cents per net ton, on the basis of

the average annual production from 1934 to 1936, inclusive.

Although none of the excess anthracite would be mined

for 25 years, the taxes and interest would continue during

this period. On the basis of 5.2 per cent for interest and 3.6

per cent for taxes, the investment would increase during 25

years from $71,932,155 to $592,476,388, giving the recover-

able anthracite an average value of 16.8 cents per net ton at

the end of the 25-year period, based on the reserves as com-

puted from estimates of the owners. At the end of 50 years

the investment would have increased to an average of $1.38

per net ton on the same basis.

Inasmuch as the private ownership of anthracite reserves

creates a situation whereby the anthracite production is

dominated by four to six companies, and the carrying of

such reserves is a burden which is reflected in the cost of

anthracite and the financial operations of the owners and

those who must lease anthracite from them, it is desirable

that ownership and control of the excess reserves be di-
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vorced from the producers and handled under either private

or governmental ownership.

Of the various plans suggested for accomplishing such a

separation, the most practical one and the one of greatest

benefit to all parties concerned, is based on the Common-
wealth of Pennsylvania obtaining ownership and control of

the lands containing the excess recoverable anthracite

through their purchase by the issuing of 50-year 3 per cent

bonds on a discount basis. Such bonds would be exchanged

for the anthracite deposits at the rate of $1.00 face value of

bonds for each 47.76 cents value of anthracite deposits. In-

terest, compounded annually, would accrue on the bonds

during the first 25 years of their life at a rate of 3 per cent

on the exchange value, but no cash payment of interest

would be made din ing this period. At the end of the first

period of 25 years the accrued interest together with the

original exchange value of tlie bonds would total their face

value. During the second period of 25 years of Hie life of

the bonds, interest would be paid semi-annually at an an-

nual rate of 3 per cent on the face value, and all of the bonds

would be retired during this 25-year period. Funds for the

payment of the interest and amortization would be secured

from royalties obtained from leasing the anthracite deposits

to the operating companies.

On the basis of an annual production of fifty million net

tons the average royalty during the 25-year period that the

bonds were being retired would be 17.8 cents per net ton,

or approximately the same amount as the first year’s costs

in case the owners retained their excess lands and paid

taxes and interest on them. Under State ownership the

average rate of royalty during this 25-year period, while

the reserves were being drawn on, would not exceed 17.8

cents per net ton and in case the production increased the

rate could be reduced; whereas under ownership by the

present operating companies the average real cost of bold-

ing excess anthracite reserves for future use would range

from 16.8 cents per net ton up to $1.38 per net ton during

476



the same 25-year period.

The plan offers definite advantages to the consumers ol

anthracite, the anthracite-operating companies and the

Commonwealth of Pennsylvania; and in addition, and which
is of great importance, provides a means for stabilizing the

anthracite industry and placing it on a sound financial

basis by eliminating the heavy expense of carrying excess

anthracite reserves.
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ANTHRACITE ROYALTIES

Types of Anthracite-producing Companies

The anthracite-producing companies are divided into two

major groups. One group, consisting of ten firms,* has

during the past three years produced approximately 60 per

cent of tlie total productionf of anthracite; and, in addition,

owns or controls anthracite lands from which an additional

12 to 15 per cent is produced by other operators. The com-

panies in this group are controlled by the same financial

interests that control the anthracite-carrying railroads, and
are generally known as “railroad companies” or “line com-

panies”.

The other group, which consists of approximately 175

firms, partnerships, and individuals, produces approxi-

mately 40 per cent of the total production of anthracite. The
operators in this group are known as “independent com-

panies”. They own very little anthracite land and must
arrange to mine anthracite from lands owned or controlled

by estates, individuals, partnerships, and corporations.

Since the railroad companies own a major portion of such

lands, the independent companies find it necessary to obtain

a large portion of their mining privileges from companies

with which theoretically they compete in the sale of pre-

pared anthracite. This situation has further lessened the

possibility of any effective competition between the railroad

companies and the independent operators.

Royalty Agreements

The anthracite-producing companies obtain anthracite

from mining properties in which they own in fee both the

* Firms known as “railroad companies” : The Philadelphia and Reading
Coal and Iron Company, Glen Alden Coal Company, The Lehigh Valley Coal
Company, The Hudson Coal Company, Lehigh Navigation Coal Company,
The Pittston Company, Coxe Brothers and Company, Inc., Jeddo-Highland
Coal Company, Hazle Brook Coal Company, Scranton Coal Company.

t Table showing percentages of production is given in section entitled “Com-
parison between Royalties and Depletion Charges”.
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surface and the underlying anthracite; properties in which

they have title to the anthracite, but not to the surface land;

and properties from which they have the right to mine the

anthracite under an agreement whereby they pay the owner

at a predetermined rate for each ton removed. Such a pay-

ment is called a royalty.

A royalty agreement is a partial-payment plan for pur-

chasing an anthracite deposit, since the operating company
actually removes the anthracite and pays for it as it is re-

moved. Royalty agreements often provide that the oper-

ating company has the privilege of renewing the agreement

until all of the recoverable anthracite is exhausted.

Royalty agreements are usually referred to as leases, prob-

ably due to the fact that royalties are the compensation

paid for anthracite mined from deposits owned by others.

However, the relationship between the owner of the de-

posit and the producing company is not that ordinarily rep-

resented in a lease, since under a lease the owner gives the

lessee the right to use property but not to remove it from

the ] (remises so leased unless it is replaced on or before

the termination of the lease.

Since the anthracite removed from a deposit is sold for

consumption and cannot be returned, and since it is not re-

placed by growth, the proper royalty charge should be one

that- reimburses the owner of the deposit for the anthracite

removed. Such a charge should be the equivalent of the

proper charge for depletion in cases where the operator

owns an anthracite deposit in fee.

Some of the older royalty agreements are on a flat-rate

basis of a stated amount per ton of anthracite removed, as

measured by the weight of the removed anthracite which is

of a specified minimum size or larger. Many of these agree-

ments are silent on tlie disposition of the smaller sizes,

which have since become commercially valuable, and com-

panies holding such contracts benefit both from a low rate

on the larger sizes and from having no royalty to pay on the

smaller sizes. Such royalty agreements are largely held
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by the anthracite-producing companies identified with the

same financial interests that control the anthracite-carrying

railroads. This is due to the fact that such agreements were

entered into many years ago, when the anthracite-carrying

railroads were acquiring the control of anthracite deposits

in order to control the transportation of the prepared an-

thracite, and the agreements were transferred to the an-

thracite-operating companies when they were technically

separated from the transportation interests hv order of the

Supreme Court.

The more recent royalty agreements are frequently made
on a sliding scale, based on a certain percentage of the sell-

ing price of the prepared anthracite. Under such an agree-

ment any increase in sales price, due to an increase in op-

erating costs or for any other reason, results in an increased

royalty per ton—which further aggravates the situation

created by higher prices. The royalty paid under such a

sliding-scale agreement has no relationship whatsoever to

the cost of the anthracite deposit to the owner. The roy-

alties charged by the owners of anthracite deposits who
have come into the possession of such deposits through no

efforts of their own and who perform no useful service in

the production of anthracite, add millions of dollars to the

cost of production which are passed on to consumers in the

form of increased prices for anthracite.

At times the rates under royalty agreements are changed

for the purpose of shifting profits or losses from one con-

trolled company to another. A recent case of this kind

became publicly known on June 14, 19.37 when Federal

Judge William Bondy ordered that steps be taken to re-

quire the Lehigh Valley Coal Company to comply with the

Supreme Court’s decree of November 6, 1920, ordering that

the stocks and bonds of the Lehigh Valley Railroad Com-

pany, Lehigh Valley Coal Company, Lehigh Valley Coal

Sales Company, Coxe Brothers and Co., Inc., and others,

be segregated so that each company would be operated in-

dependently of the others.
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James B. Neale, a Director of Coxe Brothers and Co., Inc.,

in his motion to the court charged that after the Supreme
Court ’s decree a Leliigh-controlled hoard of directors was

elected for Coxe Brothers and Co., Inc. and that the board

voted to increase the royalties paid to the Lehigh Valley

Coal Company from 22y2 to 50 cents a ton, without any

compensation whatsoever being given to Coxe Brothers and

Co., Inc. Judge Bondy in his decision stated:

“The obvious effect was to increase the cost of pro-

duction of coal to Coxe Brothers & Co., Inc., thereby
decreasing its ability to compete with Lehigh Valley

Coal Company in the open market, and to frustrate the

purpose of the decree requiring the restoration of com-
petition between these companies.”

Findings of the Federal Trade Commission

The question of anthracite royalties was touched upon in

the Report of the Federal Trade Commission on Anthracite

and Bituminous Coal, which was published under date of

June 20, 1917. In connection with the royalties charged

by land owners to anthracite operators, the report states:

“Whether the system had a foundation in justice

and equity or not, it is certain that it has now reached
a point of development that makes it a public hardship
and a burden upon both miner and mine operator as

well as upon the consuming public.

“The Commission believes that this is a matter

worthy of the most careful study.” (Page 34)

Under date of June 30, 1919, the Federal Trade Commis-

sion reported to the Congress of the United States on “Cost

of Production of Anthracite Coal in Pennsylvania”. The

information in this report was obtained at the direction of

the President and as an aid to the United States Fuel Ad-

ministration.

Costs of mining anthracite by both the railroad companies

and the independent operators are given in the report in

some detail. The data show that the general expense cost

of (lie independent operators is much greater than that of



the railroad companies. Commenting on this difference the

Commission, on page 54 of the report, states:

“Two of the chief causes for this difference in gen-
eral expense cost lie in the depletion and royalty
charges of the two groups of operators.”

The following table, showing in detail the royalty charges

on coal mined by the two groups of operators, is taken from
page 54 of the report.

Average Royalty Charges in 1918

INDEPENDENT OPERATORS

Charges per
gross ton, Number Production Accumu-
by $0.05 of op- tonnage, 1918 Per cent lated

groupings era tors
(
gross tons

)

of total per cent

$0.05-$0.09 1 72,871 0.5 0.5

.10- .14 1 128,291 .9 1.4

.15- .19 4 568,937 4.1 5.5

.20- .24 11 2,996,205 21.5 27.0

.25- .29 9 1,436,959 10.3 37.3

.30- .34 12 2,233,344 16.0 53.3

.35- .39 7 905,015 6.5 59.8

.40- .44 1 17,023 .1 59.9

.45- .49 5 1,927,065 13.8 73.7

.50- .54 1 513,845 3.7 77.4

.55- .59
9O 905,206 6.5 83.9

.60- .64 0 74,764 .5 84.4

.65- .69 4 610,151 4.4 88.8

.70- .74 1 489,168 3.5 92.3

.75- .79 1 51,805 .4 92.7

.95- .99 1 633,335 4.6 97.3
1.05- 1.09 1 291,480 2.1 99.4
1.10- 1.14 1 82,028 .6 100.0

Total 66 13,937,492 100.0 100.0

RAILROAD COAL COMPANIES

$0.00-$0.04 1 5,514,906 36.9 36.9
.05- .09

.10- .14 1 1,431,085 9.6 46.5

.15- .19

(Continued on next page)
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Average Royalty Charges in 1918 (Continued)

Charges per
gross ton, Number Production Aceumu-
hy $0.05 of op- tonnage, 1918 Per cent lated

groupings orators (gross tons) of total per cent

.25- .29 2 3,178,342 21.3 67.8

.30- .39 O 2,694,117 18.0 85.8

.40- .44 1 2,116,877 14.2 100.0

Total 8 14,935,327 100.0 100.0

Note.—The M. A. Hanna Coal Co. is included with the independent op-
erators in the above table.

The table on the preceding page shows that 13,937,492

gross tons, of the seventeen million gross tons of anthracite

produced by 66 independent operators in 1918, were pro-

duced under royalty agreements; that only 5.5 per cent of

the anthracite was mined on a royalty basis of 19 cents or

less per gross ton (approximately 17 cents per net ton);

that 68.2 per cent was produced on a royalty basis of from

20 to 49 cents per gross ton, and that on the balance of 26.3

per cent the royalty charges varied from 50 cents to $1.14

per gross ton. Of the anthracite produced by the railroad

companies during the same year, only 14,935,327 gross tons

out of a production of about forty-five million gross tons

were produced under royalty agreements. The royalty

charges for this group were much lower, with 36.9 per cent

of the total produced on a royalty basis of 4 cents or less per

gross ton; 14.2 per cent produced on a royalty basis of 40 to

44 cents per gross ton, and the balance of 48.9 per cent pro-

duced on a royalty basis of 10 to 39 cents per gross ton.

Another tabulation (page 55 of the report) shows that

the average royalty charge paid per gross ton of anthracite

mined under royalty agreements by the 66 independent

operators was 41 cents, and by the 8 railroad companies was

20 cents.

In the year 1918, according to these data, 82.0 per cent of

the anthracite produced by independent operators was pro-

duced under royalty agreements, and 33.2 per cent of that
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produced by tbe railroad companies was produced under

royalty agreements. The royalties paid by the independent

operators on 82 per cent of their production would have the

effect of adding- to their costs accordingly, whereas the

much smaller amount paid by the railroad companies on

only one-third of their production would not increase their

costs appreciably since it would average only 6.6 cents per

gross ton on their entire production of anthracite.

The report of the Federal Trade Commission was entirely

a factual one and the Commission was not requested to

make recommendations. However, the space it gave to the

matter of royalties indicates the importance of the subject

in the minds of the experts of the Commission.

The Report of the United States Coal Commission

The United States Coal Commission was created by an

Act of Congress approved September 22, 1922

“to investigate and ascertain fully the facts and
conditions and study the problems and questions rela-

tive to the coal industry with a view to and for the

purpose of aiding, assisting, and advising Congress in

matters of legislation which will insure a supply of this

commodity (coal) to the industries and the people gen-
erally throughout the country and maintain the unin-

terrupted How of commerce among the states, or any
legislation which Congress may, after said investiga-

tion, deem wise and which, under the Constitution, Con-
gress has the power to enact.”

In its report of July 5, 1923 to the President and the

Congress of the United States, the Coal Commission dis-

cussed the royalties on anthracite and summed up the situa-

tion as follows:

“Royalties

“About a third of the output of anthracite is mined
under leases in which the operator pays the landowner
a royalty. The royalties collected on fresh-mined coal
range from as low as 12 cents on old hat-rate leases
to as high as $1.50 per ton on percentage leases; and on
certain stripping operations the rate is even higher.
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Tlie royalty rate of the Girard estate leases for 1921
average $1.27 per ton on all coal mined, 2,983,723 tons.

As the Girard lands are in the Schuylkill district, where
mining costs are relatively high and the percentage of

domestic sizes relatively low, they are intrinsically less

valuable than the lands in some other parts of the dis-

trict. The high royalties of the Girard estate therefore

suggest the profit that inures to the more fortunate

operating companies simply in their capacity as land-

owners; for where the land is held in fee the mining
companies’ costs are lower hv the difference between
the depletion charge and what they would pay as roy-

alty if they were lessees, and there is the possibility

of that much higher margin.

“The landholding companies and estates thus share

in the monopoly power possessed by the anthracite op-

erations. To protect the public against abuse of this

monopoly power they should be required to file periodic

statements of their costs and profits in relation to in-

vestment under the program of publicity elsewhere pro-

posed.

“Among the independent operators the great bulk

of the output—at least 70 per cent— is produced from
leaseholds under royalty. Among the ‘railroad’ com-
panies the great bulk of the output is produced from
lands in fee. Royalties are therefore not an important

item in the cost of producing ‘company’ coal. They
are an important element in the cost of producing ‘in-

dependent’ coal.” (Page 41)

Farther on in its report the Commission referred to roy-

alties as follows:

“Thus, although the royalties collected by the estate

of Stephen Girard averaged only 31 cents a ton from
1899 to 1913, in 1914, under new 15-year leases begin-

ning that year, they averaged 52 cents, and in 1921

they had risen to $1.27. Because of the public nature

of the Girard Trust considerable attention has been

attracted by these rates, when, as a matter of fact,

they are not the only high royalties in the region. One
operator reported to this commission that in 1921 he

paid to another estate an average royalty of $1.50 a,

ton.” (Page 42)



In its recommendations for legislation, the United States

Goal Commission states:

“A substantial part of the amount paid in royalties

and in excess profits on coal represents a return to own-
ers of wealth who perform therefor no useful social

service and who take no part in production. This form
of ownership does not increase efficiency or economy
or conservation. It does not contribute to the mining of

coal or to making coal cheaper. There is no way in

which this first deduction from the value of the product
can be forcibly prevented, so far as this commission is

aware, except through Government ownership, which
the commission believes to be both undesirable and im-

practicable, or through taxation on the excess profits

and royalties, which is here recommended, although
with no expectation that it will be completely effective

as a remedy. Not through governmental coercion, but

through the enlightened self-interest of producers and
consumers, is the real remedy to be sought. The coal

industry can reform itself from within.” (Page 273)

The recommendation for a tax on excess profits and roy-

alties, referred to in the Commission’s report, was summed
up as follows:

“Graded tax on royalties and differential profits.

One remedy, short of price fixing or public owner-
ship, remains in the hands of the Government for the

protection of the public interest. This is the levy of a

graded tax on royalties and differential profits. Such
a tax would not lower the price of coal, but it would
produce a public revenue without increasing the price

of coal. The present sales tax imposed by the State of

Pennsylvania on anthracite gives no such protection,

even though it yields some $7,000,000 a year to the

State. As it is a percentage on the f. o. b. mine price, it

falls on the marginal high-cost producer, as on others,

and even more heavily when he is selling at a higher

price, and is therefore passed on to the consumer in the

form of still higher prices. An excess-profits tax, as

suggested above, under these monopolistic conditions

would not be added to the price of coal and thus would
not be passed along to the consumer, as it would fall

only on those who have differential advantages. Thus,
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the Federal taxes in the five-year period 1917-1921
studied by the commission were lenient to the low-profit
operator and bore more heavily on the high-profit
operator, the range being from 2 cents a ton on a non-
dividend-paying company to 28 cents on one of the most
profitable companies.” (Page 268)

Comments of Students of the Anthracite Industry

The problem of eliminating or equitably adjusting roy-

alty payments has been given serious consideration by many
who have studied the problems of the anthracite industry.

Mr. M. B. Hammond, writing in the August, 1924 issue

of The Quarterly Journal of Economics, under the caption

of ‘‘The Coal Commission Report and the Coal Situation”

states:

“The high prices of the independents are due in part
to the actually higher costs of operation of their mines
and in part to the royalties which they pay to the

owners of the lands leased by them.*#*#*#«**
“Protected by these higher-cost independent mines,

the company mines, producing 76 per cent of the total

output and controlling 90 per cent of the underground
reserve of coal, have only to sit back and enjoy the

profits which come from their more favorable position.

There is no effective competition between the “rail-

road” companies, for practically uniform prices are

charged by them.” (Page 569)

Mr. Hammond endorses the plan of levying a graded tax

on royalties and differential profits, suggested by the Coal

Commission, as follows:

“The Commission does propose as a partial remedy
for the monopolistic situation in the anthracite region

a method by which the government might share in the

monopoly gains.**###*#* *

“This suggestion seems a good one and is in keeping
with a scheme of taxation already adopted by our Fed-

eral Government. It would not benefit the consumer
as consumer, but would be to his advantage as tax-
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payer and would be generally believed to be in accord-
ance with the tax principle of ability to pav. ” (Pages
570, 571)

Gifford Pinchot, then Governor of Pennsylvania, wrote

in The Annals of the American Academy of Political and

Social Science for January, 1924 under the title of “Wages,
Margins and Anthracite Prices” in part as follows:

“Royalties

“We hear much of the heavy royalties levied against

anthracite mined from leased properties as an excuse

or reason for the high price of coal. These royalties

range from 12 cents to $1.50 per ton. Some are on a

sliding scale, so that the higher the prices the higher

the royalty. The largest lessor of coal lands has in-

creased its royalty from 31 cents per ton in 1899 to

$1.27 per ton in 1921. These royalties are paid under
contracts which cannot be changed by legislation, and
most of the contracts do not expire before December
31, 1928.

“Relatively little royalty is paid by operators who
own their own mines, as all of the ten railroad com-
panies do. Royalties are relatively unimportant as an
element in the production costs of the railroad coal

companies. They are, however, important to the inde-

pendent companies who pay royalties on about 70 per

cent of the coal they mine. Much of the royalties paid
by the independent companies goes into the pockets of

the railroad companies.

“ In times of shortage many of the independents sell

their coal at a premium well above the prevailing price.

At such times the royalty serves as a pretext for pre-

mium prices on all independent coal, while the premium
in turn serves as a pretext for higher prices by all re-

tailers of anthracite. There is no good reason why it

should.” (Pages 66-67)

The problem presented by royalty payments has also been

given serious study in England, where there are approxi-

mately 4,000 “rentiers” who receive 11 cents a ton on coal

mined below the ground they own. During a recent election

the Tories promised the “unification of royalties” which
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was later defined as government purchase and ownership
of royalties.

In an address read in behalf of the late King George V,

at the opening of Parliament on December 3, 1935, it was
stated

:

“The problem of securing improved conditions in the
coal mining industry is receiving anxious considera-
tion. Active steps are being taken to coordinate the
selling arrangements of the industry and the necessary
orders under Part I of the coal miners act of 1930 will

be submitted.

“In pursuance of this policy, a reorganization mea-
sure will be introduced providing for the unification of
coal royalties under national control.”

A dispatch from London by Edward Acheson, shortly

after the King’s address was given, stated that:

“Even the Conservatives are beginning to admit that

the coal industry is a problem for national control if

ever such a problem existed.”

Royalty rates in the United Kingdom are largely on a

fixed-rate basis and have varied but little during the past

50 years. The average rate of royalty on coal in the United

Kingdom was 5.43 d. (approximately 11 cents) per ton

“raised” in 1934. This rate is practically the same as it

was in 1889, when the average rate was 5.44 d. per ton, al-

though there has been some variation in the intervening pe-

riod.

Anthracite Holdings of Estates

As would be expected in the case of a natural resource

the usefulness of which was discovered more than 100 years

ago and which was found under lands owned by individuals,

a considerable portion of the recoverable anthracite which

is not owned in fee by the operating companies is owned

by estates. Taxes and other costs of carrying the an-

thracite lands owned by estates, create a situation where-

by practically all of the recoverable anthracite owned by the
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estates is under contract to the operating companies, usually

on a royalty basis.

Due to the large number of smaller estates, no effort was
made to secure the exact tonnage owned by each of them.

An incomplete list compiled in the course of securing other

data gives the following 24 estates, as of January 1, 1937,

which owned and leased to operating companies 11,690 acres

of anthracite lands estimated by their owners to contain

140,609,290 net tons of recoverable anthracite.

J. P. Atherton Estate
Ruth Convngham Estate
Tench Coxe Estate
Kate P. Dickson Estate
M. Ferguson Estate
Fidelity-Philadelphia Trust Co., Trustee
Girard Estate
James Hancock Estate
IT. B. Hillman Estate

J. W. Hollenbach Estate
Kingston Banks Trust Co., Trustee
C. S. Maltby Estate
L. Myers Estate
Packer Estate & Wilbur
Caroline Pettibone Estate
G. R. Reilay Estate
T. A. Saylor Estate
Searle Estate
Searle & Stark Estate
Jacob S. S. Seitzinger Estate

J. W. Shoemaker Estate
R. McD. Shoemaker Estate
V. Sturner Estate
J. R. Williams Estate

The Girard Estate is one of the larger estates of the

group. The coal lands belonging to this estate originally

contained 29,494% acres and were acquired between 1795

and 1832 at a cost of $175,246.37. The Estate is adminis-

tered by the Board of Directors of City Trusts of the City

of Philadelphia, as the land was given to the City by the

late Stephen Girard. A provision of the gift required that
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the land he kept in use, and this has been interpreted to

mean that the donor was desirous of having the land

used continuously and not held in reserve.

In “Memoirs and Auto-Biography of Some of the Wealthy

Citizens of Philadelphia” published in 1846 “by a Mer-

chant of Philadelphia” the following reference is made to

Mr. Girard’s Anthracite lands:

“His coal estate in Schuylkill County, amounting to

sixty-eight tracts, of upwards of 400 acres each, are of

immense value, and promise to become in point of

wealth and utility, one of the most valuable and grand
estates in the union. (Page 76)

This far-seeing author, writing at a time when there were

only slightly over 2,000,000 tons of anthracite produced an-

nually, accurately forecast the future.

As of December 31, 1936 the anthracite lands and culm

banks of the Girard Estate were leased to operating com-

panies whose shipments during 1936 were as follows:

Coal Leases of the Girard Estate and Shipments
During 1936

No. Lease
Shipments

Lessee (Net Tons)

1. Hammond* Phila. & Reading C. & I. Co. 348,514

East Bear Ridge East Bear Ridge Collierv Co. 198,159

2-A. East Bear Ridge (Lawrence) Harleigh-Brookwood Coal Co.

3. Packer No. 1-5* Lehigh Valley Coal Co. 466,509

4-5. Packer No. 2-3-4 Lehigh Valiev Coal Co. 77,792

4-5-P>. Edward Lynch Tract Gavern Coal Co.

4-5-C. Packer No. 2 Culm Banks. . . Fidelity Fuel Co.

6-A. Continental HaHe Brook Coal Co. 225,884

7. William Penn . . . . Susciuehanna Collieries Co. 327,510

8. Kehley’s Run Thomas Collierv Co. 123,683

9. Girard Hazle Brook Coal Co. 66,843

10. West Bear Ridge Harleigh-Brookwood Coal Co. 73,756

11. John Barber Tract Peters and Burchill 2,114

12. Preston No. 2 Culm Banks* Fidelitv Fuel Co.

13. Kimberley (Draper) Phila. & Reading C. & I. Co.

14. William Penn Culm Banks* Fidelity Fuel Co.

15-1. Locust Mountain Shenandoah Coal Co. 18,502

Total 1,929,266

* Worked double shift during 1936.

The agreements under which the operating companies

mine anthracite from the lands owned by the Girard Estate

are for various periods of time, the more important ones
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being for a period of 25 years ending December 31, 1953.

The royalty on fresh-mined anthracite is on a sliding-scale

basis and, on beds of 4 feet and less in thickness, ranges

from 5 per cent to 10 per cent

“of the average selling prices per ton of each size of

coal at the breaker, received during the preceding cal-

endar year by all the colliery lessees on the Girard Es-

tate, excluding coal from culm banks except that which
is prepared in conjunction with fresh-mined coal.”

On beds over 4 feet in thickness the royalty ranges from 7

per cent to ll 1/* per cent (recently reduced from 13 per

cent). The agreements stipulate minimum shipments per

month and grant rebates of 20 per cent for tonnage in excess

of certain agreed amounts, which are ordinarily from 60 to

80 per cent in excess of the minimum.

During 1936 the royalties received under the various

leases averaged from 18^4 to 67 cents per net ton, with a

weighted average of 48 cents per net ton. The total re-

ceipts from royalties on anthracite produced were equiv-

alent to 16.9 per cent of the assessed valuation of the lands;

and the net realization from royalties, after paying taxes,

was 11.7 per cent.

During the 74 years of active mining on the Girard Es-

tate, ending in 1936, there have been marketed from it

125,483,283 net tons of anthracite. The rate of royalty has

varied but it is significant that the capital of the various

Girard Estate funds, amounting to $90,000,465.59 on De-

cember 31, 1936, together with the millions and millions

of dollars spent each year, has largely been obtained as

income from royalties on anthracite which originally cost

approximately $1 75,000.

That the royalties from the Girard lands should become a

major factor in maintaining an artificially high price for

anthracite, at the expense of the consumers of anthracite,

undoubtedly was not anticipated by Mr. Girard, who gave
the bulk of his fortune for public projects. Paradoxical

as it may seem, the royalties received from the Girard an-
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thracite lands are used to support many worthwhile public

enterprises, but their collection has resulted in a pyramided
amount being paid into the treasuries of the anthracite-

producing companies by the consumers of anthracite, many
of whom can ill afford the additional cost. As a result, a

charitable institution in Philadelphia has become the bene-

ficiary of the distress of the poor in other cities.

Comparison between Royalties and Depletion Charges

Costs of production of fresh-mined anthracite, as obtained

from the accounts of 42 firms which produced 90 per cent

to 95 pei - cent of the fresh-mined anthracite during the years

1933-1935 and made available by the Anthracite Institute,

show average costs per net ton for depletion and royalties

as follows:

Average Depletion Average Royalty
Year per net ton per net ton

(cents) (cents)

1933 8.5 17.2

1934 8.0 16.7

1935 8.4 15.4

The above amounts are averages of the entire production

and, therefore, not directly comparable. To obtain compar-

able figures the average for depletion must be adjusted in

accordance with the percentage of the total production pro-

duced by firms on lands owned in fee by them, and the

average royalty charge must be adjusted in accordance

with the percentage of the total production produced by

firms on anthracite properties mined under royalty agree-

ments.

Data compiled from annual statements and other in-

formation of firms which produced 83.9 per cent of all the

anthracite produced during the three-year period 1934-

1936, and estimates made for the other firms, indicate that

the percentages of the total production of anthracite pro-

duced on lands owned in fee and of that produced on a roy-

alty basis, during 1934-1936, were as follows:
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Percentage of Production of Anthracite by Types of

Land Ownership

1934 1935 1936

(percent) (percent) (percent)
Railroad Companies

Production on:

Land owned in fee 46.1 47.1 45.8

Land mined on royalty basis 13.2 11.2 11.1

Total, railroad companies 59.3 58.3 56.9

Other Companies

Production on:

Land owned in fee 12.5 12.1 11.3

Railroad Company land

mined on royalty basis . . 11.9 12.8 15.6

Other land mined on royalty

basis 16.3 16.8 16.2

Total, Other Companies 40.7 41.7 43.1

Total, all companies 100.0 100.0 100.0

Total produced on lands

owned in fee 58.6 59.2 57.1

Total produced on royalty

basis 41.4 40.8 42.9

Per cent of railroad com-
panies’ total production
produced on a royalty basis 22.2 19.2 19.6

Per cent of other companies’
total production produced
on a royalty basis 69.4 71.1 73.7

During 1935, the most recent year for which data is avail-

able on both the percentage of production by types of land

ownership and the average rates charged for depletion

and as royalties, the average depletion charge was 8.4 cents

per net ton, based on the total production both from lands

owned in fee and from those mined on a royalty basis. As
shown in the foregoing table, only 59.2 per cent of the total

production was from lands owned in fee. Therefore, in
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order to obtain the actual depletion charge it is necessary to

distribute the amount charged as depletion, only over the

portion of the anthracite mined on lands owned in fee. On
this basis it is computed that the average depletion charge

on the 59.2 per cent of the total production from lands

owned in fee was 14.2 cents per net ton.

A similar situation holds with respect to the actual roy-

alty rate paid on anthracite produced on a royalty basis.

As was shown in a previous table, the average royalty per

net ton, based on the total production both from lands

owned in fee and those mined under royalty agreements,

was 15.4 cents. Since, as shown in the foregoing table, only

40.8 pei- cent of the total production was produced under

royalty agreements, it is necessary to adjust the average

figure in accordance with this percentage of production in

order to get the actual royalty rate. On this basis it is

computed that the average royalty paid on the 40.8 per

cent of the total production produced under royalty agree-

ments was 37.7 cents per net ton.

Tn other words the average royalty rate per net ton

was more than two and one-half times the average charge

per net ton for depletion, which shows at a glance the dis-

advantage from a cost standpoint of the independent firms

which produced 71.1 per cent of their 1935 production on a

royalty basis, whereas the railroad companies produced

only 19.2 per cent of their 1935 production under royalty

agreements.

Such data as are available indicate that the average roy-

alty rate per net ton paid by the railroad companies is ap-

proximately two-thirds of that paid by the independent com-

panies. This is due primarily to the fact that the railroad

companies have older and more favorable royalty agree-

ments than the independent companies, who in recent years

have secured a large percentage of their anthracite-mining

privileges from the railroad companies. The latter nat-

urally charge a royalty rate which includes a substantial

profit 1o themselves and which prevents active competi-
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tion. On the basis that the railroad companies pay two-

thirds as much royalty per net ton as the independent com-

panies, and from the data given in the preceding table

showing that 11.2 per cent of the total anthracite produced

in 1935 was by railroad companies on a royalty basis and

that 29.6 per cent was by independent companies on a roy-

alty basis, it is computed that the average royalty paid by

the railroad companies was 27.7 cents per net ton and the

average paid by the independent companies was 41.5 cents

per net ton.

During 1935 the railroad companies produced 19.2 per

cent of their total production of anthracite on a royalty

basis of 27.7 cents per net ton and 80.8 per cent from lands

owned in fee for which they charged depletion of 14.2 cents

per net ton. Therefore, their weighted average cost of an-

thracite was 16.8 cents per net ton mined. As contrasted

with this, the independent companies produced only 28.9

per cent of their anthracite from owned lands at a depletion

charge of 14.2 cents per net ton, and 71.1 per cent on a roy-

alty basis at 41 .5 cents per net ton, giving them a weighted

average cost of 33.6 cents per net ton of anthracite mined.

The above averages indicate an apparent advantage of

16.8 cents per net ton in favor of the railroad companies.

Such averages do not indicate the full advantage of the

railroad companies for several reasons, among which are

the following:

1. The railroad companies own sufficient anthracite

lands to produce their entire output. The lands leased and
controlled by them, on which they pay a royalty on the an-

thracite mined, are held primarily for the purpose of keep-

ing the lands out of the hands of independent operators;

and also because they are low-cost mines, or for both and
other reasons. Therefore, it is optional with the railroad

companies as to whether they operate such mines inten-

sively or only to a degree sufficient to comply with their

royalty agreements.

2. Experience has shown that where a product is largely
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controlled by a monopoly, such as the monopoly which the

railroad companies enjoy in the anthracite-producing busi-

ness, and the cost of production of the members of the mo-

nopolistic group is less than that of the independent group,

the price to the consumer is fixed by the independent

group’s cost until the monopolistic group decide to cut

prices so as to put the independent producer out of busi-

ness.

The competitive situation—or rather, lack of it— in the

anthracite industry is similar to the situation in the alumi-

num industry. The Aluminum Company of America con-

trols practically all of the bauxite deposits in the United

States that can be operated successfully, and many of the

low-cost mines in foreign countries. Since bauxite is the

ore from which aluminum is produced, it is impossible for

an independent firm to go into the aluminum business unless

the Aluminum Company of America is willing. In order to

present an appearance of competition the Aluminum Com-
pany of America does permit a few companies to operate

at a profit. The costs of operation of these companies are

invariably higher than the costs of the Aluminum Company
of America, and as long as the independent companies be-

have the Company permits them to operate and to set the

selling price of aluminum products, which price is much
higher than the costs of the Aluminum Company of Amer-
ica.

Similarly, in the anthracite industry the price to the con-

sumer is fixed on the basis of the higher prices charged

by the independent operators. Such prices are based on

costs of production which include the higher royalties, and
are increased at several points before reaching the con-

sumer. Therefore, while the average royalty charged be-

comes relatively small when spread over the entire produc-

tion of both independent and railroad companies, the fact

is that the price to the consumer is based on the higher roy-

alties, and it is estimated that the extremely high royalty

charges paid by the independent operators have resulted in
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a price to the consumer of anthracite of at least 50 cents per

net ton greater than it would he if the royalties were based

on a charge equivalent to the proper charge for depletion

where the anthracite deposits are owned in fee by the op-

erating company.

Plan for Handling Anthracite Royalties

More than one-half of the anthracite produced on a roy-

alty basis is mined from deposits controlled or owned in

fee by anthracite-producing companies affiliated with or

controlled by the same financial interests that control the

anthracite-carrying railroads. As the anthracite deposits

owned by estates and non-operating companies and indi-

viduals become smaller and smaller, the problem becomes

even more acute since the independent operators become

more and more dependent on the railroad anthracite com-

panies for their recoverable anthracite. Since the anthra-

cite deposits on the lands so leased are only a small portion

of the total deposits held by the railroad anthracite com-

panies, to purchase them outright would not solve the prob-

lem created by the excessive royalties now charged.

The plan proposed in the report on Anthracite Lands and

Deposits for the acquisition by the Commonwealth of Penn-

sylvania of all anthracite deposits in excess of the amount
required for use during the next 25 years, will automatically

take care of the situation after that period. Therefore, the

plan proposed in the following paragraph should be con-

sidered as a temporary one, designed to meet the needs

of the industry during the interim.

It is proposed that the Commonwealth of Pennsylvania

levy a tax on gross receipts from royalties on anthracite,

on a sliding scale, with the rates of tax based on the rela-

tionship between the assessed value per net ton of anthra-

cite and the royalty charge per net ton. On anthracite sold

on a royalty basis where the royalty per net ton was not

more than two times the assessed value per net ton, the

tax would be 1 per cent on the gross amount received as
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royalties by the owner of the anthracite. On sales un-

der royalty agreements where the royalty was more than

twice the assessed value, the tax would be graduated up-

ward from 1 per cent as the ratio increased, and reach a

maximum of 75 per cent of the amount received as royalties

by the owner of the anthracite in cases where the royalty

charged per net ton equalled or exceeded ten times the as-

sessed value per net ton. All taxes would be paid by the

owner selling anthracite on a royalty or similar basis.

The foregoing plan would have the effect of making it ad-

vantageous for the owners of anthracite deposits to have a

fair assessed valuation placed on their holdings. It also

would discourage high royalty rates since a large portion

of any charge in excess of two times the assessed value

would be absorbed by taxes. Existing royalty agreements

would be quickly adjusted to a new basis under which the

royalty rates would become more nearly equal to a rea-

sonable depletion charge.

Summary and Conclusions

Approximately 40 per cent of the anthracite produced

in Pennsylvania is mined under royalty agreements. Under

these agreements the operating company pays for the an-

thracite removed, at a rate based on a predetermined fixed

charge or a sliding scale under which the amount depends

on the sales price of the prepared anthracite.

The railroad anthracite companies produce about 80 per

cent of their anthracite on lands which they own in fee,

and only about 20 per cent on a royalty basis. As contrasted

with this, the independent companies produce over 70 per

cent of their anthracite on a royalty basis and somewhat less

than 30 per cent on lands owned in fee. Since the indepen-

dent companies obtain nearly half of their anthracite from

lands leased from railroad anthracite companies on a roy-

alty basis, a situation is created whereby the independent

companies are under the domination of the railroad com-

panies, and their existence depends upon their maintaining
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the goodwill of the railroad companies. Under such con-

ditions there can not he free and independent competition.

The situation is becoming increasingly serious as the lim-

ited anthracite deposits owned by independent companies

are being exhausted.

Studies made by the Federal Trade Commission and the

U. S. Coal Commission have stressed the effect of royalty

arrangements on the price of anthracite. These reports and

comments of students of the situation have recommended
that some plan be developed for equalizing the cost of re-

coverable anthracite between the railroad companies and

the independent companies. The problem has also had

careful consideration in England, where similar conditions

prevail.

Data available indicate that during 1935 the weighted

average charge for recoverable anthracite to the railroad

companies, based on a depletion charge of 14.2 cents per

net ton on 80.8 per cent of their production and a royalty

rate of 27.7 cents per net ton on the balance, has been 16.8

cents per net ton on their total output; whereas the inde-

pendent companies have had to pay an average of 33.6

cents per net ton, which is exactly twice as much. The true

competitive situation has been even more unbalanced, due

to the fact that the independents pay an average of 41.5

cents per net ton on over 70 per cent of their production.

As is often the case, this higher charge is reflected in full

in the costs of the independent companies, and when pyra-

mided by distributors has resulted in a price to the con-

sumer of anthracite of at least 50 cents per net ton greater

than it would he if the price were based on a fair depletion

charge.

Since the solution of the problem depends upon the inde-

pendent companies being able to secure a supply of recov-

erable anthracite at a price which compares favorably with

the depletion charge of the anthracite companies operating

land which they own in fee, it is proposed that a sliding

or graduated tax he levied on the gross income from an-
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thracite royalties, and paid by the owners of the recover-

able anthracite sold on a royalty basis. It is proposed that

the rate of tax be one per cent on gross income from roy-

alties, where the royalty charges per net ton are not in ex-

cess of two times the assessed value per net ton of the re-

coverable anthracite; and that the tax be graduated so as

to reach a total of 75 per cent, where the royalty rate per

net ton is ten times or more the assessed value per net

ton of the recoverable anthracite.

Such a tax on gross income from royalties would create

a situation under which the anthracite royalty rates would

tend to adjust themselves to a rate more nearly equal to

reasonable depletion charges, and thereby stabilize the

costs for recoverable anthracite during the interim of 25

years until the anthracite reserves acquired by the Common-
wealth of Pennsylvania are available to the operating com-

panies requiring recoverable anthracite.
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PRESENT ORGANIZATIONS OF THE
ANTHRACITE OPERATORS AND

THEIR OBJECTIVES

Outstanding in the development of successful industries

in the United States has been the stimulating and stabiliz-

ing influence of strong trade associations. These cooperative

organizations have coordinated the activities and resources

of their member companies; they have been instrumental

in improving their products and production technique; they

have minimized the effects of price cutting and other com-

petitive abuses; and they have proved valuable in helping

their members to secure public acceptance for their prod-

ucts and to match the promotional efforts of producers of

substitute articles.

It was logical to expect that the anthracite operators, like

the automobile and electrical equipment manufacturers,

would have at an early date availed themselves of the bene-

fits of a strong trade association. However, this was not done.

Although the production of anthracite began in 1820, it

was not until 1924 that a permanent trade association was

established by the operators, and that organization has

never enjoyed the united support of the industry’s mem-
bership. Therefore, while many of the causes of the present

distressed condition of the anthracite industry have been

beyond the control of the operating companies, the effect of

these disruptive forces would have been less severe if the

industry had been prepared to face its problems in a uni-

fied manner.

Reasons for the Lack of Cooperative Effort before 1924

An examination of the early history of the anthracite in-

dustry shows that there were three major reasons for the

inability of the operators to establish a permanent trade

association prior to 1924. These may be summarized as

follows:
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1. The antagonisms and jealousies engendered by the

intensive competitive struggle during the period of

development of mining and transportation, 1850-

1898.

2. The effective control over the production and mar-
keting of anthracite which was exercised by the

strong combination of railroad companies from
1898 to 1912.

3. The fact that anthracite, from 1890 to 1924, enjoyed
a virtual monopoly of the domestic heating market.

Influence of the Early Competitive Period.

Anthracite, like many other minerals, offered excellent

opportunities for large and immediate profits during the

early stages of mine development. There were many rich

deposits of coal that were accessible; and which could be

easily converted into a marketable product. 1 The popula-

tion of the eastern part of the United States was growing

rapidly. American consumers soon recognized the out-

standing qualities of this excellent fuel and provided a

rapidly expanding market for it. Consequently there was

a reckless speculation in the acquisition and development

of coal properties without proper consideration for the

future welfare of such mines or that of the industry as a

whole. 2 The individuals who sponsored these developments,

by virtue of their activities, were unwilling to support a

trade association.

A second obstacle to cooperative activities, during this

early development period, was the conflict that arose be-

tween the line companies, which controlled both mines and

railroads, and the independent coal producers who were not

affiliated with any transportation company. The indepen-

dents were forced to ship their coal over the lines of mine

owning carriers and to pay excessive freight charges for

such service. The line companies were anxious to retain

their advantageous position and opposed every attempt of

the independents to purchase or construct railroad facilities.

The independents, in their turn, were constantly striving to

1. Roberts, Peter
—

“Anthracite Coal Industry”; Macmillan, 1901, p. 17.

2. Ibid.
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free themselves from the domination of the railroad com-

panies.3
It was impossible under such conditions to estab-

lish a cooperative organization, which would receive the

united support of these two warring factions. This conflict

between independents and line companies has proven a se-

rious obstacle to subsequent attempts of the operators to

organize a trade association representative of the entire in-

dustry.

It is significant that the only important cooperative as-

sociation formed by the operators prior to the World War
was a direct outgrowth of the rise of the Workingmen’s Be-

nevolent Association, which constituted a threat to the

power of the mine owners from 1868 to 187b. 4 The organiza-

tion established by the operators was known as the Anthra-

cite Board of Trade. This body was particularly strong in

the Schuylkill region and was given partial support by the

mine owners in the Lehigh and Wyoming areas. The Board

of Trade succeeded in uniting a sufficient number of coal

producers to effectively destroy the power of the miners’

union. As soon as this objective was achieved, the organiza-

tion was promptly disbanded. The operators had joined

together for the sole purpose of fighting the union and they

apparently had no desire to establish a permanent trade as-

sociation. Since 1875, labor disputes have provided the only

basis for cooperative action supported by all the members
of the industry.

Effect of the Anthracite Combination upon Cooperative

Activities.

The period from 1850-1898 was characterized by the un-

restricted production and marketing of anthracite. As a re-

sult, the quantity of coal mined frequently exceeded the

ability of the market to consume it. This led to tremen-

dous fluctuations in prices and consequent bankruptcies of

many of the mining and transportation companies.5

3. Ibid., p. 73

4. Ibid., p. 69.

5. See Jones, Eliot
—

‘‘The Anthracite Combination” ; Harvard University
Press, 1914. Chap. 111.
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Finally, after many unsuccessful attempts, the railroad

operators through consolidations, interlocking directorates

and other financial measures, were able to establish an ef-

fective control over the production and marketing of their

product.6 A detailed discussion of these operations is pre-

sented in a separate section of the Commission’s report.

Suffice it to say that this combination prevented the opera-

tion of normal competitive forces in the anthracite indus-

try; it was able to destroy the former influential position

of the independent operators; and it kept production at such

a level that the prices of anthracite remained practically

unchanged.

This combination, in many respects, was opposed to the

interests of the independent operators and to the consum-

ing public. Its activities, however, were preferable to the

disorganized state of the industry during the last half of

the nineteenth century, for it marked the first time that any

group of anthracite operators had been able to agree on

permanent measures designed to stabilize their business op-

erations.

The dissolution of the Temple Iron Company, jointly

owned by the line companies, in 1912 and the subsequent

separation of the railroads from their coal mining interests,

legally destroyed this financial combination. However, the

line companies still had a definite community of interest,

and many of the combination’s measures were informally

continued. 7 So long as this closely allied group of producers

maintained control of three-fourths of the industry’s output,

they were able to dominate its policies. Even when that con-

trol was destroyed by a declining market and by the devel-

opment of a more influential group of independent pro-

ducers, the line companies still continued to exerl an im-

portant stabilizing influence. 8

6. Ibid., p. 4.

7. “Report of the United States Coal Commission”, 68th Congress, Second
Session, Senate Document 195, Pt. IT, p. 1015.

8. From 1898 to 1921 the share of the total tonnage mined by the inde-
pendents declined from 45 to 24 per cent. During the past ten years the inde-
pendents have showed a steady gain and in 1936, their share had risen to

nearly 43 per cent.
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During the period prior to the World War, the existence

of this powerful financial combination precluded any possi-

bility of forming a trade association. An excellent control

had been established over production, marketing, transpor-

tation, and competition. Production of anthracite was re-

stricted to the needs of the market. The combined revenue

from freight and coal sales proved profitable to the different

members of the combination. Following the strike of 1902,

there were no serious interruptions of production due to

labor disputes until after the War. The independent op-

erators were compelled to conduct their business operations

in accordance with the wishes of the line companies. It

therefore was not unnatural for the control group of com-

panies to feel that their problems had been all properly at-

tended to and that there was no need for any formal trade

association activities.

Effect of the Monopoly Character of the Product.

Anthracite in 1890 was a perfect example of a natural

monopoly. Almost all of the domestic supplies of this fuel

were located in five counties of northeastern Pennsylvania,

and were owned or controlled by a small number of closely

allied companies. Anthracite at that time was recognized

as the one satisfactory domestic fuel, and competed with

bituminous coal only in those areas where transportation

charges made the purchase of hard coal by the average

householder impossible. The production of anthracite, as a

result of the operation of the control machinery, seldom

exceeded the demand of consumers and little selling effort

was required to dispose of the industry’s annual output.

During the first twelve years of the twentieth century,

the production of anthracite increased with demand and the

requirements of a growing population were adequately

cared for. However, from 1913 to 1922 9
(if we exclude the

abnormal war years) the production of anthracite remained

almost stationary. Since population and the demands for

fuel continued to increase, the supplies of anthracite proved

9. “Report of the United States Coal Commission, op. cit.”, p. 1000.
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inadequate. This compelled a large number of consumers

to turn to some other fuel. In the outlying regions, con-

sumers began to use larger quantities of bituminous coal,

while in the eastern states, this situation proved of great

assistance to the active promotion efforts of the gas com-

panies who were endeavoring to increase the use of that fuel

for cooking and hot water. It was this policy of stationary

production that ushered in the present problem of competi-

tive fuels.

The controlling group of companies were not troubled by

this growth in the consumption of substitute fuels. They
experienced no difficulty in selling their entire output. Their

profits were satisfactory, and they apparently had no desire

to expand their operations. Furthermore, they did not con-

sider it necessary to make any effort to build up consumer

or dealer loyalty. Consumers had to buy anthracite; they

could not get it anywhere else; they would therefore have

to be satisfied with the type of product and the kind of

service which the operators chose to give them.

This situation naturally did not favor the establishment

of a trade association. The control features of such an or-

ganization were already adequately developed and there

was apparently no need to develop any promotional or pub-

licity activities of a cooperative nature.

Even if anthracite had been able to maintain its monopoly

position in the domestic heating market, this arbitrary pol-

icy of the producers was ill advised. The public was be-

ginning to look upon the anthracite producers as a menace

to their welfare. Frequent investigations of the industry

were made by state and federal bodies in response to popu-

lar clamor
,

10 and while many of the criticisms proved un-

founded, the public still remained hostile to the industry.

In the two serious strikes that followed, regardless of the

merits of the claims of the miners and the operators, the

10. Between 1902 and 1923, inclusive, fifteen separate inquiries were con-

ducted by official and semi-official bodies, covering all phases of the industry.

See “Story of Anthracite”, 1931, published by the Hudson Coal Company in

1931, p. 3S4.
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public sided with the workers and blamed the producers

for the shortage of coal. It was not surprising therefore,

when competitive fuels were placed on the market, that

many consumers were willing and often anxious to sub-

stitute them for anthracite.

If the policies of the operators during the period prior

to the strike of 1922 had been dominated by a progressive

trade association rather than hv a financial combination

of producers, the subsequent history of the industry might

have been a very different one. The retailers and consumers

would have been treated in a much more considerate man-

ner. Well planned publicity in the anthracite producing

region and in the consuming centers would have served to

build good will towards the operators rather than antago-

nism and hatred. Such a program might also have led to a

more conciliatory attitude on the part of labor. And it

would have not only postponed the inevitable development

of competitive fuels, but it would have made the task of

their promoters a much more difficult one. The monopolis-

tic character of the anthracite combination not only pre-

vented the establishment of trade associations, but in addi-

tion its activities and policies were the antithesis of those

of a well-organized and progressive trade organization.

General Policies Committee

The forerunner of the present cooperative organizations

of the anthracite industry was the General Policies Com-
mittee of the operators. This committee was composed

of the elected representatives of the line companies and a

few independent producers. Its establishment was a direct

outgrowth of the various committees of producers which

were appointed to represent the operators at the frequent

wage conferences during the early part of the twentieth

century. 11

The organization of this group was most informal. It had

no permanent offices; its members paid no regular dues;

11. Information concerning the General Policies Committee has been se-

cured through the cooperation of the .\nthracite Institute.
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and there were no stated dates for its meetings. It was de-

signed primarily to handle emergency situations affecting

the interests of the operators. Such activities were sup-

ported by assessments on the industry’s membership when
expenditures by this group became necessary. Unlike the

present organizations, this group in its limited capacity

was representative of nearly all of the producing companies.

The only permanent activity of the General Policies Com-
mittee was the Anthracite Bureau of Information. This de-

partment was established in 1915 and has continuously

served as a statistical and publicity agency for the industry

since that time. The Bureau took over the work of collect-

ing statistical data formerly compiled by an office main-

tained by the railroad companies. It assembled production

figures, prices, and other similar information. While its

functions were somewhat restricted, it was a desirable step

for the operators to take. Until the establishment of the

Operators’ Conference in 1924, this Bureau was financed by

periodic assessments.

In addition to the Bureau of Information, the Committee

engaged in a number of other useful activities. It cooper-

ated with the Fuel Administration during the World War
and assisted that body in the allotment of the limited sup-

ply of tonnage to the various consuming centers. During

the winter of 1922-23, this group voluntarily assumed re-

sponsibility for the allotment which was made necessary by

the prolonged strike in the spring and summer of 1922.

The Committee represented the operators in the various

legislative investigations of the industry and also partici-

pated in discussions of legislation affecting the common in-

terests of the different producing companies. In addition,

the membership of this Committee served as a partial basis

for the appointment of the numerous wage committees

during the period 1915-1924.

The accomplishments of this Committee were limited.

Tt did not concern itself with promotional activities. Tt had
very little control over quality standards, price policies,
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and other marketing problems. Tt was not empowered as

a permanent body to represent the operators in labor dis-

putes. Its most valuable contribution was the more friendly

personal relations resulting from the frequent meetings of

the members of this cooperative group. These informal

associations provided an important connecting link between

the preceding period of antagonism and the eventual es-

tablishment of a permanent trade association.

Anthracite Operators Conference

In 192-1, the General Policies Committee was replaced by

the Anthracite Operators Conference. The nature of the

problems then confronting the industry required the serv-

ices of a formal cooperative organization. The success of

the limited activities of the General Policies Committee had
convinced many of the doubting Thomases of the industry

that a strong trade association might prove beneficial.

The formation of this new organization, not only repre-

sented the first serious attempt at cooperative effort by the

anthracite operators, but it also was the beginning of a

permanent policy of collective activity. This association

had a suite of offices and a salaried director. Its activities

were supported by definite assessments on the various mem-
bers, the respective amounts being determined by each com-

pany’s commercial production for the previous year. A
number of sub-committees, composed of representatives of

member companies, were formed to consider common prob-

lems of the operators with regard to wage negotiation, state

and federal legislation, production, and marketing. In addi-

tion, a special trade relations committee was organized to

improve the relations of the operators with the retail

dealers.12

The original members of the Conference were chiefly line

companies. During the life of this organization a number
of independent companies also contributed to its support.

12. This information was secured through the courtesy of the Anthracite
Institute.

510



However, 1 lie early antagonism between the line and inde-

pendent operators still proved to be a barrier to the united

support of this cooperative undertaking by the latter group

of operators. This does not mean that many of non-con-

tributing independents were not in accord with most of the

policies and activities of this organization. However, their

approval was not backed up by the important matter of

financial support.

The Operators Conference developed and supported a

number of useful activities. In 1925, it succeeded in estab-

lishing improved quality and sizing standards for the coal

shipped by its members. Adherence to these standards was

enforced by periodic inspections supervised by the asso-

ciation. Most of the responsible independent operators, even

though non-members of the organization, also adhered to

these standards. For the first time in its history, the in-

dustry was in a position to guarantee to its dealers and con-

sumers a uniform and high quality fuel.

The Conference assumed responsibility for the support

and activities of the Anthracite Bureau of Information.

Under its jurisdiction the statistical compilations and pub"-

licity functions of that department were expanded. The as-

sociation also sponsored a number of research projects with

regard to the efficiency of various types of heating equip-

ment and the burning qualities of anthracite and other com-

petitive fuels. These studies were conducted in cooperation

with the Frost Laboratories at Norristown, Pennsylvania.

They constituted the first cooperative effort that the op-

erators had ever made to improve the quality of the heating

equipment sold to the consumers of their fuel.

The Conference also sponsored the first cooperative ac-

tivities ever attempted by the anthracite operators. It was

responsible for the establishment of the Anthracite Coal

Service in 1925; it supervised the short cooperative ad-

vertising program for Certified anthracite in 1928; and it

endeavored to improve the relations of the industry with

consumers and dealers through talks by association mem-
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hers, publicity literature, and similar measures. The work
of the coal service was its most important promotional ac-

tivity. Since that organization was continued after the es-

tablishment of the Anthracite Institute, it will he described

in greater detail in the discussion of the Institute.

The Conference took charge of the various emergency

problems resulting from the disastrous strike during the

winter of 1925-26, and was compelled at that time to sug-

gest the use of bituminous coal, coke, and other substitute

fuels for those consumers who were unable to obtain suffi-

cient supplies of anthracite. The association represented the

industry in a number of legislative proposals affecting the

operators; it frequently participated in freight rate contro-

versies; and it attended to many other miscellaneous mat-

ters which naturally came under its jurisdiction.

The establishment of the Operators Conference was an

important land-mark in the history of the anthracite in-

dustry. If this association had not been confronted with the

effects of two prolonged strikes and the aggressive activi-

ties of the sponsors of competitive fuels, its worth while

efforts would have been more richly rewarded. Unfor-

tunately, it was confronted with problems that would have

taxed the resources of an older and better established trade

association, and it was not fully prepared to meet them.

The Anthracite Institute

Tn 1929, the activities of the Operators Conference were

taken over by the Anthracite Institute. The increased pres-

sure of competition from substitute fuels made it essential

that the various cooperative activities which had been su-

pervised by the Operators Conference should function as a

unit. It was believed by the contributing members that the

new name for the association would be appropriate.

The directors of this organization stated that it was es-

tablished “to keep the public informed of all developments

of interest to the industry, to effect a barrier of protection

against unfair practices prejudicial to the public interest;
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to promote the best interest of the anthracite industry and

all engaged therein through the maintenance of strict stand-

ards of sizing and preparation of anthracite; to secure

greater efficiency in production and a better adjustment

to the domestic market, and to harmonize and make ef-

fective the various cooperative activities of the industry. 13

The membership of this association, as in the case of the

Operators Conference, was composed chiefly of line com-

panies. However, a larger number of independents have

contributed to its support and such producers have been

much more cooperative with regard to supplying statistical

information, improving the preparation of their coal, and

many other activities of the Institute.

Activities of the Anthracite Institute.

In order to carry out its stated objectives, the Institute

continued all of the important activities of the Operators

Conference and sponsored a number of new ones. The most

valuable work of this association, during the early years of

its existence, consisted of the establishment of its own re-

search laboratory; the continuation of the service organiza-

tion; a further improvement in the quality and sizing stand-

ards for anthracite; and an enlargement of the scope of the

bureau of information.

The research laboratory was established by the Institute

at Primos, Pennsylvania, in 1930. The principal function of

this laboratory was to test and approve mechanical devices

designed to burn anthracite. The Institute pioneered the

idea of a seal of approval which could be placed on all

pieces of equipment, that complied with its standard speci-

fications. The laboratory encouraged manufacturers of

such equipment to make use of its facilities and endeavored

to cooperate with them in improving their products. This

research department tested the burning efficiencies of an-

thracite and various substitute fuels and made studies of

stoker and hand fired methods of burning anthracite. It

13. Anthracite Bureau of Information
—“The Anthracite Industry in 1929,

Annual Summary”



published a number of bulletins describing its results, to-

gether with lists and descriptions of approved anthracite

equipment.

In connection with this laboratory a chemical research de-

partment was established to study other possible uses for

anthracite. This work was carried on in cooperation with

the Mellon Institute and Pennsylvania State College

through the support of research fellowships in these insti-

tutions. One of the practical accomplishments of this re-

search activity was an increase in the use of anthracite silt

for filtration purposes. The research staff of the laboratory

also developed a number of useful pieces of equipment, in-

cluding the service hot water heater and various types of

magazine feed boilers. This laboratory was an excellent

idea and technically it did a good job. However, it was not

until the establishment of Anthracite Industries in 1936

that any effective effort was made to turn its findings into

actual sales of equipment and fuel.

The most important promotional activity of the Institute

was the Anthracite Coal Service. This organization had

been established by the Operators Conference in 1925 to

contact dealers and consumers; to conduct educational

schools for dealers and their salesmen; and to suggest to

builders and architects the desirability of installing anthra-

cite-burning equipment in dwellings and other buildings.

This work was continued under the auspices of the In-

stitute.

By 1930 this department had a field staff of ninety serv-

ice engineers, more than three thousand retail coal dealers

had been trained in its dealer schools; and numerous con-

tacts had been made with architects, builders, and industrial

and domestic consumers. 14 Considerable attention was also

paid to the problems of the retail dealers and they were en-

couraged to cooperate with the service in assisting their

customers with their combustion difficulties. This organ-

ization issued a number of pamphlets and bulletins describ-

14. “Mining Congress Journal”, July, 1930, pp. 574-575.

523



iny the advantages of using anthracite and also arranged
for the exhibition of anthracite-burning equipment at sev-

eral shows and exhibits. Compared with the promotional

activities previously sponsored by the operators, this serv-

ice program was unusually progressive.

The rapid decline in the consumption of anthracite during

the period from 1929-1932 and the general depressed condi-

tion of the industry caused the operators to curtail the ac-

tivities of this promotional organization. By the end of

1933, the service representatives had been discontinued and

this ambitious program was almost completely abandoned.

During the period 1931-1936 several of the individual op-

erators engaged in rather extensive advertising and promo-

tional programs. To a certain extent, the activities of the

service men were continued by the sales and engineering

representatives of these companies. However, such ac-

tivities were prompted by the desire of each individual

operator to secure for his company a greater share of the

existing tonnage. These promotional efforts therefore had

little effect upon the continued growth of competitive fuels.

Since anthracite suffered its most serious losses during

the period when the service organization was active, it is

impossible to make an accurate appraisal of its accomplish-

ments. It is certain that it was unable to check the steady

replacement of anthracite by competitive fuels and it did

not succeed in making the American consumer anthracite

minded.

Several reasons have been advanced for the failure of the

service to check the decline in anthracite consumption. In

1 lie first place, it was originally established to secure new

markets for surplus quantities of the junior or steam sizes.

This compelled the service men to devote most of their at-

tention to industrial and commercial consumers whom they

considered to be logical prospects for such sizes.
1 "' Conse-

quently the combustion problems of the individual house-

15. The Anthracite Coal Service was very successful in building new mar-
kets for these steam sizes.
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holder were given insufficient attention. This neglect made
many discontented anthracite consumers excellent prospects

for the aggressive salesmen of competitive fuels.

Another problem of the organization was the inability of

the service men to actively promote the sale of automatic

equipment designed to burn the small sizes of anthracite

in individual dwellings. The operators were willing to have

their surplus steam sizes introduced to the domestic trade.

But the service representatives were instructed to confine

such efforts to those consumers who were considering

changing to oil or gas. Other consumers were to he encour-

aged to continue to use the domestic sizes. The producing

companies were and still are deriving the majority of their

revenue from the large or so-called profitable sizes, and were

afraid of destroying the market for such sizes. Conse-

quently anthracite offered very little resistance to the ef-

fective promotion of automatic oil and gas burning equip-

ment.

A final obstacle to the success of the coal service was the

psychology of its personnel. Anthracite had been a mo-

nopoly for such a long time that it was difficult to appre-

ciate the fact that the consumer was now able to choose

from a number of different fuels and no longer purchased

anthracite automatically. Many of the service representa-

tives had been affiliated with the industry during the days

when anthracite was the only acceptable fuel in domestic

homes. Therefore in handling customer complaints the ten-

dency was to blame the consumer’s difficulties on poor

equipment and firing methods rather than on the fuel and

the service which he had hitherto received. Salesmen of

competitive fuels approached the consumer in a much more
helpful manner and by contrast won the patronage of many
consumers who might easily have been encouraged to con-

tinue using anthracite.

In 1931, the Institute succeeded in establishing new qual-

ity and sizing standards for its members. An important

feature of these new standards was the reduction of allow-
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able quantities of bone and slate. The application of these

standards reduced by approximately one million tons the

quantities of impurities that would otherwise have been

shipped to market during that year. 10 In 1935, the Institute

in cooperation with the United States Bureau of Mines, con-

ducted an extensive survey of the quality of the coal shipped

by its members. 17 The results of that investigation showed
that the industry was preparing a much finer product in

1931 than it had in 1925 or in the period prior to the World
War. These standards are still in force at the present time.

The Institute has also enlarged the scope of the activities

of the bureau of information. This department now collects

and distributes to reporting companies a weekly statement

of production by sizes and the quantities of coal in storage

of individual producers representing 96 per cent of the in-

dustry’s total tonnage. It also issues a weekly bulletin

containing pertinent statistics, trade notes, and other items

of trade interest. The Institute has conducted a number of

surveys including studies of the activities of bootleg miners,

growth of competitive fuels, detailed consumer and dealer

inquiries, and similar investigations. The results of such

studies are also made available to interested parties through

the cooperation of the information bureau.

Other activities which the Institute has undertaken in-

clude the preparing and filing of briefs before public service

bodies to prevent natural gas from entering anthracite

markets; freight rate matters at Harrisburg and before the

Interstate Commerce Commission at Washington; and ap-

pearances before various Senate and House Committees in

Washington against such bills that appear to be detrimental

to the welfare of the industry. The Institute also has co-

operated with other organizations connected with industry

and its staff is available for speeches before conventions,

civic bodies, and other similar gatherings.

16. Mead, R. R.
—“An Analysis of the Decline of the Anthracite Industry

Since 1921", Feroe Press, 1935, p. 89.

17. Department of Interior, U. S. Bureau of Mines, “Report of Investiga-

tions B-283”, July, 1935.
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Present Status of the Institute.

With the exception of the research laboratory, which

was transferred to Anthracite Industries in December, 1936,

the Institute is at present continuing the activities in which

it has engaged during the past four years. It is still re-

sponsible for all matters affecting the industry other than

promotion. However, the operators are naturally concen-

trating their present efforts on promotional work, and the

budget of the Institute is now much lower than it was dur-

ing the period when the coal service was active and the re-

search laboratory was under its jurisdiction.

At the present time, the Institute is supported by four-

teen coal producers, representing approximately 63 per cent

of the industry’s 1936 commercial production (Table I).

Line Companies

Philadelphia Coal & Iron Co.

Clen Alden Coal Co.

Hudson Coal Co.

Lehigh Valley Coal Co.

Susquehanna Collieries Co. (Including
Lytle Coal Co.)

Lehigh Navigation Coal Co.

1936
Commercial
Tonnage

in Net Tons

7,149,447

Pittston Co.

Total Line Companies 30,387,411

Independents

St. Clair Coal Co.

Dickson & Eddy (West End Coal Co.)

Sullivan Trail Coal Co.
*Alden Coal Co.

(Continued on next page)

Not a member, but contributes on the same basis as the others.
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Table I—(Continued)

Dial Rock Coal Co 308,851

Heidelberg Coal Co 133,000

Green Ridge Coal Co. 100,048

Total Independents 2,464,938

Total All Members 32,852,349

Source: Anthracite Institute.

The seven line companies of the industry are all active in

their support of the association. They are now contributing

nearly 93 per cent of its total receipts, the balance being

accounted for by the seven independents. 18 Without the

contributions of the line operators, the activities of the In-

stitute and of its predecessor the Operators Conference

could not have been continued. Due credit should be given

to these producers for sponsoring and providing almost

the entire financial support for all the cooperative activities

of the industry from 1924 to the establishment of the pres-

ent promotional organization, Anthracite Industries, Inc.

Membership in the Institute is entirely voluntary. A
member is permitted to withdraw on thirty days notice pro-

vided that his dues have been paid in full. He likewise is at

liberty to again become a member when he so desires.

Throughout the history of the Institute, there has been a.

considerable turnover of members, especially during the

depression period from 1931-1934. However, with few ex-

ceptions the support of the line companies has been con-

stant and these fluctuations in membership have seldom

seriously interfered with its activities.

Table II shows the total expenditures of the Institute for

the period 1929-1936, together with its budget for the pres-

ent year. 10 The large expenditures during the early period

18. Due to the drastic spring price reductions, the line companies have
shown a much hotter record during the past four months. As a result, they
now represent a much larger proportion of the industry’s total tonnage. How-
ever, since the payments to the Institute are based on 1936 tonnage, this had
not yet affected the activities of that organization.

19. Present assessment of Institute members is $.0045 based on their 1936

commercial production and payable monthly.

528



Table II

Annual Expenditures of Anthracite Institute 1929-1937

1929 $837,681.00

1930 805,606.00

1931 619,940.00

1932 4-11,885.00

1933 354,291.00

1934 . . . 223,380.00

1935 188,462.00

1936 . .. 212,671.00

1937 153,600.00

Anthracite Institute.

were made necessary by the extensive activities of the coal

service organization. Since the entire loss of tonnage since

1929 has been sustained by the line operators, such losses

affected the financial receipts of the Institute more seriously

than the rate of decline of earnings for the industry as a

whole. Except for the reductions made necessary by the

transfer of the laboratory to Anthracite Industries in 1936,

the budget of the Institute has remained constant during

the past four years. Its expenditures in 1937 are the lowest

since the association was established in 1929. However,

when the present budgets of the Institute and Anthracite

Industries are combined, the total figure represents the

largest sum of money expended for cooperative activities

by tbe industry since 1928. 20

Anthracite Industries, Inc.

The establishment of Anthracite Industries, Inc. in July,

1936, marks the second important effort of the anthracite

operators to attack their problems of competition and pro-

motion in a unified manner. The possibilities of such co-

operative promotion had been a matter of debate for several

years. The basic plan of the organization had been per-

fected under tbe auspices of the merchandising committee

of the Anthracite Institute nearly three years before it be-

20. The expenditures in that year were exceptionally large due to the

Certified anthracite advertising campaign.
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came a reality. Tlie severe business depression and lack

of agreement with many of the details of the plan prevented

its adoption at that time.

Under the original program, this promotional work would

have been handled by a new department of the Anthracite

Institute. This organization was well established and there

seemed to be no need for the formation of a separate asso-

ciation. However, some of the members of the Institute did

not agree with many of the elements of this program. Like-

wise, some of the large independents were willing to support

a promotion program but did not wish to finance the other

activities of the Institute. This continued dissention proved

a serious obstacle to all efforts to get this promotional work

started.

The plan was finally put into operation in the summer of

1936. To avoid any cause for friction, an entirely separate

organization was established, whose activities were to be

confined entirely to promotion. All other matters were to

be taken care of by the Institute or by the individual oper-

ating companies. This enabled the promotional work to

secure support from all those companies who were willing

to finance its activities.

Objectives and Activities of Anthracite Industries Inc.

The principal objective of Anthracite Industries is to co-

ordinate the activities of all those who are engaged in the

sale of anthracite or anthracite-burning equipment. To ac-

complish that purpose, this organization has established

permanent offices in New York City with a president and a

staff of experienced assistants. In December, 1936, it took

over the management and support of the Institute’s labora-

tory at, Primos. Under its supervision, the activities and fa-

cilities of that department have been expanded. Anthra-

cite Industries is now employing trained field men to con-

tact retail dealers, heating contractors, builders and fuel

consumers in important anthracite consuming centers. At

the present time there are thirty-one field men in the employ

of this organization.
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Anthracite Industries is also working with the manufac-

turing'
21 of boilers, stokers, heat regulators and other coal

burning equipment. These companies are being encouraged

to make greater use of the research laboratory and of the

seal of approval, which was originated by the laboratory in

1930. Anthracite Industries is cooperating with such manu-

facturers in a determined effort to establish better stand-

ards for heating equipment and the manner in which it is

installed. The association is also endeavoring to show these

manufacturers the profit possibilities offered by the active

promotion of anthracite-burning equipment. All of this ac-

tivity is predicated on the idea that unless the American

consumer is equipped with satisfactory anthracite heating

equipment, he will never be satisfied with this fuel.

Anthracite Industries is also doing a substantial amount
of advertising and direct promotional work. During the pe-

riod from October, 1936 to April, 1937, it purchased more

than one million lines of newspaper space. Tt is now placing

monthly an advertisement in each of several heating and

plumbing journals and the important coal trade papers.

It issues a monthly news bulletin which is mailed to retail

dealers and other interested parties. The coal dealers also

have received supplies of direct mail material, which they

are encouraged to send to their customers. The retail deal-

ers have augmented the advertising efforts of this organ-

ization by a substantial number of tie-in advertisements in

the various newspapers used by Anthracite Industries.

Newspapers and trade publications have also been generous

in their issuance of news releases and articles describing

the work of this organization and the advantages of using

anthracite as a fuel.

A separate but important phase of this promotion work
has been the sponsorship of anthracite shows and exhibits.

A permanent exhibit of anthracite-burning equipment has

already been established in New York City. The organiza-

tion is now in the process of installing similar displays in

21. Information concerning the activities of Anthracite Industries has been
furnished by that organization.
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Philadelphia and Boston. During its first year of operation,

Anthracite Industries had exhibits at shows in twenty-three

cities, including such distant points as Chicago, Milwaukee,

and Toronto, Canada. Manufacturers of anthracite equip-

ment have been encouraged to participate in these shows

and thus far the management reports that it has received

excellent cooperation. An enlarged program of shows and

exhibits is scheduled for the coming year.

Anthracite Industries has recently arranged for a new
program of cooperative research with the Mellon Institute.

A fellowship was established at that institution, starting

June 1, 1937. The purpose of this fellowship was to study

and develop ideas and equipment to more efficiently and

conveniently handle the disposition of ashes in existing

heating plants; to study more efficient and convenient meth-

ods of handling the storage of coal within the home; and

to develop possible uses for anthracite ashes. 22 The most

interesting part of this research work is that concerned

with the study of new uses for ashes. This refuse resulting

from the combustion of anthracite is a definite handicap

when this fuel must compete with oil and gas. If profitable

uses can be developed for ashes so that provision can b^

made for their removal from the consumer’s cellar free of

charge, the expense of this research will be more than justi-

fied.

Tn many respects, the work of Anthracite Industries is

similar to that performed by the Anthracite Coal Service.

Like its predecessor, Anthracite Industries has field men to

contact dealers and consumers; it is working with builders

and architects; contacting equipment manufacturers and

encouraging the use of improved heating equipment. The

scope of this new organization’s activities, and the manner

in which they are being handled, are a definite improvement

over those of the coal service. Unlike its predecessor, An-

22. Adapted from a bulletin of Anthracite Industries entitled “Outside Re-
search”.

532



thracite Industries is placing its major emphasis on the

problems of the household consumer. The management
realizes that the future success of the industry is dependent

upon the continued use of anthracite by this class of cus-

tomer. Consequently, consideration is not only given to

those users who are experiencing difficulty with anthra-

cite, but in addition, satisfied consumers are encouraged to

install more modern heating equipment in order that they

may obtain even better results from burning hard coal. This

organization is also taking unusual pains to build up the

good will of the retail dealers; to secure their active sup-

port in the promotion of anthracite and equipment; and to

show them the advantages of improved service to their cus-

tomers.

Another important difference in the program of Anthra-

cite Industries lias been the method followed in the selec-

tion of its personnel. Several of its executives and a ma-

jority of its field men have been recruited from other in-

dustries. These men have brought with them valuable sales

and promotion experience; they fully realize the importance

of aggressive tactics in selling a highly competitive prod-

uct; and they are inclined to be more optimistic concerning

the future of anthracite.

The direct promotional activities of Anthracite Industries

are also much more effective than were those of the coal

service. This new organization has developed an excellent

program of advertising to consumers, dealers and other re-

lated groups. It has publicized its efforts through news
bulletins, direct mail literature, newspaper releases and
conferences involving all the different branches of the in-

dustry. As a result, dealers and equipment manufacturers

are more enthusiastic about this program and more inclined

to give it their active support. It is for the above mentioned

reasons that those, who have been responsible for bringing

this new organization into existence, believe that Anthracite

Industries can effectively meet the challenge of competitive

fuels.
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Contributors to Anthracite Industries’ Program.

At the present time, there are twenty-six producing com-

panies who are supporting the activities of Anthracite In-

dustries. In 1936, the coal sold by these members was

thirty-three and one-half million tons, equivalent to ap-

proximately sixty-five per cent of the total for the entire

industry. The four line companies accounted for two-thirds

Table III

Present Members of Anthracite Industries Inc. and

Their 1936 Commercial Production

Commercial
Production

Name of Company (net tons)

Line Companies:

(lien Alden Coal Co. 7,085,536

Phi la. & Reading Coal & Iron Co. 6,823,955

Hudson Coal Co 4,517,929

Lehigh Navigation Coal Co. 2,754,573

Total 4 Line Companies 21,182,013

Independent Companies:

Madeira, Hill & Co. 1,768,794

Penna. Anthracite Collieries Co. 1,462,368

Weston Dodson & Co. (Including Haddock,
Pine Hill & Weston) 1,302,633

Stevens Coal Co 1,010,990

Jed do-High land Coal Co 897,952

Coxe Brothers Inc 888,911

Sterrick Creek Coal Co 808,348

St. Clair Coal Co. 755,349

Dickson & Eddy (Including East Bear Ridge
and West End) 647,928

Centralia Collieries Co. 455,100

Sullivan Trail Coal Co 377,242

Dial Rock Coal Co 343,646
Alden Coal Co 330,280

Pompey Coal Co. 254,183

Molfat 'Coal Co 241,027

Heidelberg Coal Co 228,698
(Continued on next page)

534



Table III (Continued)

Commercial
Production

Name of Company (net tons)

Buck Mountain Coal Co. 146,692

John (’onion Coal Co. 143,851

Bell Colliery Co 140,472

Green Ridge Coal Co. 100,288

Total 22 Independent Companies 12,304,752

Total All Members 33,486,765

Sources: Membership—Anthracite Industries, Inc.

Production—Pennsylvania Department of Mines.

Tonnage figures for above companies not comparable with
those for Anthracite Institute. Figures given for that body
compiled from weekly reports to Institute which were
slightly higher than those to State Department.

of this tonnage, the balance being controlled by independent

producers. Thus, for the first time in the history of the

industry, the independent producers are making an import-

ant financial contribution to the support of a cooperative

undertaking. 23
If the three line companies, who are at pres-

ent non-contributors, should become active members of this

association, the anthracite industry would then have a pro-

motional organization supported by more than eighty per

cent of its total annual production.

One of the most desirable features of the organization of

Anthracite Industries is the provision for continuity of

contribution. Before this work was formally started, each

member signed a legal contract to contribute to its support

for a period of three years. During the first year each mem-
ber was to pay two cents for each ton sold and three cents

a ton for the two remaining years. These assessments were

to be based upon the tonnage for the previous year.

This arrangement has assured the new organization a life

of at. least three years. Members cannot resign by giving

a month’s notice, as provided for in their agreement with

23. The support by Independents of their own cooperative undertaking, In-

dependent Anthracite Coals, Inc., is, of course, an exception.
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the Institute. Payment of their assessments in ease of de-

linquency can be enforced by law. Therefore, the manage-

ment of Anthracite Industries has been able to work out a

long-range program with reasonable assurance that it can be

completed. Thus far only two independent companies have

withdrawn from the association. One small company is be-

ing sued for non-payment and the other producer under a

special provision in its contract, has ceased to support this

promotional work.

Table IV shows the receipts and expenditures of Anthra-

cite Industries for the year 1936-37 and the proposed budget

for 1937-38. It is impossible to make accurate comparisons

between these two periods. The figures for the first year

Table IV

Receipts and Expenditures of Anthracite Industries Inc.

July 1, 1936-July 1
,
1938

Budget
1936-37 1937-38

Receipts

Expenditures

$605,989 $904,197

Administrative 84,029 138,000
*Engineering 54,032 225,000

Field organization 58,734 142,000

Shows and show rooms 88,722 110,000

Advertising 212,608 285,000

Total Expenditures

Source: Anthracite Industries, Tne.

$498,125 $900,000

* Primos Laboratory supported bv Anthracite Institute until December 1,

1936 .

represent, only eight months of active operation. The field

organization was developed slowly; the laboratory did not

come under the control of Industries until December, 1936;

and the only two departments which were fully developed

before the end of the first year were advertising, and shows

and exhibits. In addition, the anticipated receipts for the

present year are fifty per cent greater than during the pe-

riod 1936-37.
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During the first year, Anthracite Industries has accumu-

lated a cash balance of more than $100,000 and this sum lias

been carried over as a reserve fund in this year’s budget.

This means that the activities of the organization will not

be interrupted because of the failure of some of the mem-
bers to pay their dues promptly.

In the opinion of the management there were certain

basic departments that were required to carry out the ob-

jectives of Anthracite Industries. This has reduced the

sums of money which could be appropriated for advertising.

If the three line companies, who are now non-members,

should also agree to support Industries’ program, the in-

come of the organization would be increased by approxi-

mately $260,000, nearly all of which could be devoted to

advertising. Such increased expenditures would enable the

association to do an adequate job of advertising which, at

present, is impossible.

The first year of operation for Anthracite Industries has

been a formative one. The personnel of the new organiza-

tion had to be selected and trained. Tt was necessary to se-

cure the confidence and support of retail dealers, heating

contractors, and equipment manufacturers, who had re-

ceived a minimum of attention after the abandonment of

the coal service program. Household consumers needed to

be shown that satisfactory results could still be secured by

the use of anthracite. The organization could not expect to

materially improve the sales of anthracite in such a short

period.

The personnel of Anthracite Industries is enthusiastic

and energetic. It has done much to restore the faith of the

retail dealer in the future of anthracite. Equipment manu-
facturers are displaying a great deal more interest in an-

thracite and are taking more advantage of the enlarged fa-

cilities of the research laboratory. Through its shows and
newspaper advertising, the advantages of anthracite, for

the first time, have been presented to the public in a favor-

able light. These accomplishments have generated a much
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more optimistic feeling concerning the future of the in-

dustry.

To properly achieve its objectives, Anthracite Industries

should receive the active support of the three non-contrib-

uting line companies. It is desirable that the contributions of

present members be enlarged. This organization should also

become more active in the sale of heating equipment, espe-

cially automatic stokers. The interest which has been dis-

played by manufacturers and dealers of such equipment is

most encouraging. However, their prices are too high and

rate of sales too slow to enable the industry to compete ef-

fectively with the steady growth in installations of oil

burners and bituminous stokers. 24 This equipment program
must be especially active in the new home market, which at

the present time is dominated by the aggressive activities

of oil burner manufacturers, it is only through increased

sale of such equipment that the industry can expect to im-

prove its present competitive position.

As previously stated, Anthracite Industries is supposed

to confine its activities to promotion. This means that it

has no control over sizing standards, the pricing of such

sizes, seasonal price changes, the qualifications of retail

dealers, and other matters which are essential to an effective

marketing program. Its well conceived promotion plan

should prove beneficial to the industry. Unless this organ-

ization is allowed to have a more active part in other mar-

keting problems, its worth while efforts will not achieve the

measure of success to which they are entitled.

Cooperative Organizations of the Independent Operators.

The Independent producers, as a group, have only spon-

sored two cooperative undertakings. The first attempt at

collective action by such producers was the formation of the

Anthracite Operators’ Association in 1898. Their second

trade association, Independent Anthracite Coals, Inc., was

established in 1935 and at present is inactive.

24. For the first seven months of 1937 the United States Census Bureau
reports the sale of ninety-five thousand oil burners, thirty-two thousand bi-

tuminous stokers, and only three thousand anthracite stokers.



The Anthracite Operators’ Association was organized in

1898 to secure for its members more favorable treatment

from the railroad companies in the matter of freight rates

and purchase contracts. The carriers were at that time pay-

ing the independent producers sixty per cent of the price

of anthracite at tidewater. The remaining forty per cent,

retained by the railroad companies, represented their com-

pensation for freight and selling expenses.25

As a result of this organized move of the Independents,

the carriers increased their payments to sixty-five per cent

which proved sufficient to meet the demands of most of the

Independent companies. With their major objective achieved

these operators discontinued their support of this associa-

tion. It is significant that at that early date, this association

proposed as an alternative to higher percentage payments

the formation of a unified sales agency to handle the entire

output of all anthracite producers.

Independent Anthracite Coals, Inc.

Independent Anthracite Coals, Inc. was organized in 1935

under the laws of the State of Delaware. It was formed

to assist in stabilizing the anthracite industry and to protect

the best interests of the Independent anthracite operators,

“to promote stability, collect statistics in all phases of the

coal industry and disseminate such information to its mem-
bers; to cooperate with the Administrator of the anthracite

industry, develop marketing policies and initiate promotion

plans with the object of regaining lost markets, and to main-

tain a fair code of ethics and prevent unfair trade prac-

tices.” 26

The independent companies, which sponsored this organ-

ization, believed that they had common interests, that were

different from those of the line companies. In many cases,

their coal was produced on property owned by the line

companies. The Independents did not possess storage fa-

25. Jones, Eliot

—

Op. cit., p. 74.

26. Printed Plan of Independent Anthracite Coals, Inc., 1936, p. 3.
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cilities; they had no controlled wholesale or retail yards,

and, because of their small volume, were experiencing

greater difficulty in marketing their product in a satisfac-

tory manner.

The two important objectives of this organization were

the establishment of a unified sales agency to handle all the.

coal of its members, and to eliminate many undesirable

competitive practices in the marketing of anthracite. The
association was unable to secure sufficient cooperation to

accomplish either of these tasks. During the period when
it was active it endeavored to bring about a better under-

standing by the people of the anthracite region of the prob-

lems confronting the industry; it cooperated with various

retail associations; and it took an active part in the estab-

lishment of Anthracite Industries Inc. At the present time

this organization is inactive due to the fact that it was un-

able to receive sufficient support.

The original members of Independent Anthracite Coals,

Inc. represented forty per cent of the total independent ton-

nage for 1936 and seventeen per cent for the output for the

entire industry. (Table V) Each of these members was sui-

table V
Original Members of Independent Anthracite Coals Inc.

and Their 1936 Commercial Production

Commercial

Name of Company Production
(net tons)

Penna. Anthracite Collieries Co. 1,462,348

Stevens Coal Co. 1,010,990

Jeddo-Highland Coal Co 897,952

Coxe Brothers Inc. 881,911

Sterrick Creek Coal Co 808,648

Ilazle Brook Coal Co 760,309

Wyoming Valley Collieries Co. 645,169

Weston Dodson & Co., Inc. (Including Hill and
Weston)

_

642,368

Dickson & Eddy (Including West End and
Price Pancoast) 426,483

(Continued on next page)
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Table V

—

( Con-tinued

)

East Bear Rid,ge Coal Co 350,980
Kehoe Baige Cffial Co. 304,237
Pompey Coal Co 254,183
George F. Lee Coal Co 38,470

Total
. 8,484,048

Sources: Members—Independent Anthracite Coals, Inc.

Production—Pennsylvania Department of Mines.

posed to contribute one-half cent per ton to the support of this

organization. The receipts of Independent Anthracite Coals

Inc. were approximately $200,000 for the two years during

which it was active. This indicates that several of the orig-

inal subscribers failed to fulfill their financial obligations.

A comparison of this membership list with that of Anthracite

Industries Inc. reveals the fact that ten of the companies

which sponsored this independent organization are now ac-

tive in their support of the promotional body. 27

Other Recent Cooperative Efforts of the Operators

One of the most important recent cooperative undertak-

ings of the anthracite operators was the establishment of an

Administrator in June, 1935. This office had no official con-

nection with the Anthracite Institute or Independent An-

thracite Coals Inc., and was financed by separate assess-

ments on those companies who had agreed to support it.

It was hoped that the Administrator would be able to elim-

inate many serious competitive abuses in the marketing of

anthracite and to restore some measure of stability in the

matter of prices.

Each company, which had agreed to cooperate with this

program, was expected to make regular reports of the prices

charged for its coal including quantity discounts and other

allowances made to large purchasers. This was not a price-

fixing scheme and was approved by the Federal Trade Com-
mission in Washington. It was rather designed to give

27. See Table III.
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greater publicity to the matter of price variations, ancl,

through such publicity, to eliminate secret rebates and other

undesirable practices. This excellent program was not sup-

ported by a sufficient number of producers and was finally

abandoned in March, 1937.

During the past fifteen years, there have been a number
of remedial programs recommended to the industry by con-

sulting engineers, trade association organizers, and econo-

mists. Although many members of the industry have given

such proposals serious consideration and even some finan-

cial support, thus far none of them have actually been put

into operation. These proposals have been primarily con-

cerned with promotion schemes and methods to prevent

excess production and resulting price competition. Anthra-

cite Industries, Inc., is now making definite progress in the

matter of promotion. The problem of price competition and

other' unfair practices still remains unsolved.

Summary and Conclusions

Although the production of anthracite was started in

1820, no permanent trade association was established until

1924. This lack of cooperative effort prior to 1924, may be

explained by the conflict between line and independent pro-

ducers; the control exercised by the combination of railroad

companies; and the fact that anthracite enjoyed a virtual

monopoly of the domestic heating market.

For the past thirteen years, the anthracite producers have

maintained several cooperative associations for the purpose

of dealing with their common problems. None of these or-

ganizations have enjoyed the united support of the indus-

try’s membership. This delayed development of cooper-

ative activities and the subsequent lack of united support

for slid
i undertakings lias been an important contributing

factor to the present distressed condition of the industry.

Labor difficulties, high production and transportation costs,

and the aggressive efforts of competitive fuels have com-

bined in causing a drastic reduction in the consumption of

542



anthracite. However, the effect of these disruptive forces

would have been much less severe if the industry had been

prepared to meet them in a unified manner.

Thus far labor disputes have constituted the only matter

upon which anthracite operators have been willing to join

forces. Their first cooperative undertaking, the General

Policies Committee, was an outgrowth of the friendly re-

lations of the various individual operators serving on the

different wage committees. This loosely-knit organization

formed the basis for the establishment of the Operators

Conference in 1924.

During the period 1924-1936, the Operators Conference

and its successor, the Anthracite Institute, have been re-

sponsible for nearly all the cooperative undertakings of the

industry. These organizations have derived their major

financial support from the line companies, and such pro-

ducers have naturally directed the policies of the two asso-

ciations. The Operators Conference and the Institute have

engaged in a number of worth while activities.

Under their jurisdiction improved sizing and quality

standards have been adopted by the industry. A research

laboratory has been established to test anthracite-burning

equipment and to cooperate with equipment manufacturers.

The Institute and its predecessor also have provided a more

satisfactory representation for the operators in legislative

and freight rate controversies. The first promotional ef-

forts of the industry were sponsored and supported by

these organizations and a definite attempt was made to com-

bat the inroads of competitive fuels. In spite of substan-

tial expenditures for this purpose the consumption of an-

thracite has continued to decline.

The recently established promotional organization, An-
thracite Industries, Inc., is the second attempt of the op-

erators jointly to attack their problems of promotion and
competition. This organization is more representative of

the industry’s membership since one-third of its financial

support comes from independent operators. However, three
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line companies and a majority of the smaller independents

are at present non-contributors. Therefore, it is handi-

capped by the continued inability of the industry to support

a cooperative movement in a unified manner.

Anthracite Industries has initiated the most compre-

hensive program thus far attempted by the industry. It al-

ready has made considerable progress in restoring the con-

fidence of retail dealers and equipment manufacturers in

the future of anthracite. To achieve its objectives, this or-

ganization needs the financial support of non-contributing

companies and must take an even more active part in the

sale of automatic coal-burning equipment.

At the present time Anthracite Industries, Inc. confines

its attention to promotion, while the Anthracite Institute

is in charge of the other cooperative undertakings of the

operators. While these two bodies cooperate with each

other and are working for a common cause, it appears desir-

able that they be soon brought into one enlarged organ-

ization, so that greater coordination of effort may be se-

cured. Such a consolidation appears possible only if it re-

ceives the full support of the present membership of both

existing organizations.

In addition to their formal trade association activities,

an effort has also been made by some of the operators to

eliminate unfair price competition, secret rebates and other

competitive abuses. Thus far such undertakings have not

been successful. The continuance of these unethical busi-

ness practices will prove disastrous to the industry’s mem-
bership.

A program of rehabilitation for the industry requires

consideration of labor, transportation, dealer relationships,

trade practices, accumulation of factual data, and the pro-

motion of coal and coal-burning equipment. These prob-

lems cannot be met singly but must all be attacked in a

unified manner. A well integrated, comprehensive organ-

ization of industrial self regulation and cooperation is a

necessary element to the solution of the present difficulties
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of the industry. If this need cannot be met voluntarily by

the rank and file of its members, it may be necessary for

the government to impose regulatory measures upon the

industry to force such action.
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HISTORY AND SIGNIFICANCE OF
ANTHRACITE FREIGHT RATES

There is probably no other commodity entering into

human consumption which possesses so much the character

of a natural monopoly as the anthracite of Pennsylvania.

Practically our entire source of supply of this fuel is con-

fined to an area of 198 square miles, in nine counties in the

State of Pennsylvania. Of these nine counties, five, i. e.,

Lackawanna, Luzerne, Schuylkill, Northumberland, and

Carbon produce 96 per cent of the output. The four lesser

producing counties are Susquehanna, Dauphin, Columbia

and Sullivan. Thus, it may be seen that the areas in which

anthracite is produced are confined almost exclusively to

the eastern part of Pennsylvania.

In attempting to reach a judgment as to freight rates

on anthracite moving from these coal fields, it is thought

expedient to proceed hv separating the discussion of the

matter into two separate and distinct periods. The first will

deal with the situation at the time of the rate fixation by

the Interstate Commerce Commission in 1915 (35 T. C. C.

220), while the second period will take up the discussion

from that point and carry it down to the present time.

It was formerly the custom of anthracite railroads to

purchase coal at the mine for 40 per cent of the tide-water

price, the rate later being increased to 65 per cent. The
balance of the tidewater price the railroad kept for freight

charges. In 1901, “for the purpose of eliminating the in-

dependent output as a factor of competition” (35 I. C. C.

232) the railroads, through the Temple Iron Company, fixed

the rate of $1.60 per ton on prepared sizes from the northern

field to New York tide-water points, subject to the usual

differentials. This rate remained in effect until 1915, at

which time the Interstate Commerce Commission found that

it was excessive and purposely designed to create a mo-
nopoly in anthracite.
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The Interstate Commerce Commission in the 1915 case

(35 I. C. C. 220), ordered the tide-water rate to be reduced

only 15 cents per ton (from $1.60 to $1.45), but it discussed

at considerable length the different elements that might

enter into a rate determination, enlarging specifically upon:

(a) The financial condition of the carriers,

(b) A comparison of the net revenue derived from
the haulage of anthracite with similar revenues
derived from the haulage of bituminous coal, and
other commodities,

(c) The importance of the traffic,

(d) The actual operating cost of transporting anthra-
cite.

In the 1915 rate fixation, the Interstate Commerce Com-
mission gave a great deal of consideration to the actual op-

erating cost of transporting anthracite from the coal fields

to tidewater. An elaborate study of such costs was made
at that time by a number of the Commission’s experts and

it was determined that a weighted average of the cost per

net ton of moving anthracite to tidewater was approxi-

mately 53 cents. Since the Commission established a freight

rate from the coal fields to tidewater points of $1.45, this

left available for fixed charges and profits the difference, or

92c per ton.

No recent survey by the Interstate Commerce Commis-

sion has been made of the cost of transporting anthracite;

however, a study of the statistics in the tables which imme-

diately follow reveals that the average cost of hauling a

net ton of anthracite by the eight important anthracite rail-

roads at the close of the calendar year 1936 was about 89 >4

cents. Since the cost determined by the Commission in 1915

was 53 cents, the difference between that figure and the

89y cents for the year 1936, is an increase of nearly 36y>

cents per ton.

Applying the 89y2 cents, which is the estimated cost to-

day of moving a net ton of anthracite to the $1.45 rate es-

tablished by the Commission in 1915, it would appear that
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a fair freight rate on that basis would he $1.82 per ton.

As the present rate to the upper tidewater points is $2.39

per ton, it would seem that a reduction of 57 cents per ton

(about 24 per cent) could well he made today.

The tables on which these facts are based follow. They

contain statistics taken from the official annual reports to

the Interstate Commerce Commission of the eight important

carriers serving the anthracite coal fields. The period cov-

ered is from 1916 to 1936:

Total Tonnage, Total Tons of Anthracite, and Ratio of Anthracite

Tonnage to Total Tonnage

Ratio of

Total Tons of Total Tons of Anthracite to

Carrier Freight Carried Anthracite Coal Carried Total Tonnage

11)16 1936 1916 1936 1916 1936
(1) (2) (3) (4) ( % ) ( % )

(3-^1) (4-5-2)

D. & H. R. R. Corp. 24,505,123 20,471,353 9,300,552 8,967,923 37.954 43.807

C. R. R. of N. J. 39,800,833 26,455,621 9,628,951 6,992,1011i 24.193 26.429

D. L. & W. 30,732,660 23,372,988 10,968,286 6,570,609 35.689 28.112

Erie (incl. Chicago
& Erie) 54,692,984 39,679,374 10,525,735 5,967,488 19.245 15.039

N. Y. S. & W. (incl.

W. & E.) 7,802,471 4,543,749 4,907,659 2,641,485 62.899 58.134

L. & N. E. R. R. 6,645,588 6,717,371 3,623,274 2,940,264 54.521 43.771

L. V. R. R. 36,536,103 24,102,976 13,734,854 9,663,417 37.593 40.092

N. Y.O. & W. 5,831,009 8,960,774 3,561,947 6,094,612 61.086 68.014

Total 206,546,771 154,304,206 66,251,258 49,837,903 32.076 32.298

Total Operating Expenses Allocated to Freight Service and Operating

Expenses Allocated to Anthracite Traffic

Ratio
Total of Anthracite Operating

Operating Expenses Allocated to Total Expenses Allocated

Carrier to Freight Service Tonnagei Carried to Anthracite Traffic

1916 1936 1916 1936 1916 1936
( % ) ( % )

(1) (2) (3) (4) (1X3) (2X4)
D. & H. R. R.

Corp. $ 13,514,971 $ 17,633,487 37.954 43.807 $ 5,129,472 $ 7,724,702

C. R. R. of N. J. 15,943,643 15,034,092 24.193 26.429 3,857,246 3,973,360

D. L. & W 24,153,577 28,803,794 35.689 28.112 8,620,170 8,097,323

Erie (Chicago &
Erie) 42,135,714 47,208,453 19.245 15.039 8,109,018 7,099,679

N'. Y. S.& w.
(incl. w. & E.) 2,041,693 1,652,52

2

62.899 58.134 1,284,204 960,677

L. & N. E. R. R. 1,785,951 2,914,736 54.521 43.771 973,718 1,275,809

L. V. R. R. 29,051,911 28,626,107 37.593 40.092 10,921,485 11,476,779

N. Y.O.& W. 4,532,686 5,850,876 61.086 68.014 2,768,837 3,979,415

Total $133,160,146 $147,724,067 32.076 32.298 $41,664,150 rrtsTocvo3
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Total Anthracite Tonnage, Operating Expenses Allocated to Anthracite

Traffic, and Cost per Ton of Hauling Anthracite

Operating- Cost of Hauling
Total Tons Expenses Allocated a Ton of

Carrier Anthracite Coal Carried to Anthracite Traffic Anthracite Coal

1916 1936 1916 1936 1916 1936
(Cents) (Cents!

(1) (2) (3) (4) i( 3 -5- 1 ) ( 4 2

)

D. & H. R. R. Corp. 9,300,552 8,967,923 $ 5,129,472 $ 7,724,702 55.1 86.1

C. R.R.of N. 1. 9,628,951 6,992,105 3,857,246 3,973,360 40.0 56.8

D. L. & W. 10,968,286 6,570.609 8,620,170 8,097,323 78.5 123.2

Erie ( incl. Chicago
& Erie) 10,525,735 5,967,488 8,109,018 7,099,679 77.0 118.9

N. Y. S. & YV. (incl.

W. & E.) 4,907,659 2,641,485 1,284,204 960,677 26.2 36.4

I.. & N.E. R. R. 3,623,274 2,940,264 973,718 1,275,809 26.9 43.4

L. V. R. R. 13,734,854 9,663,417 10,921,485 11,476,779 79.5 118.8

N. Y. 0. & W. R.R. 3,561,947 6,094,612 2,768,837 3,979,415 77.7 65.3

Total 66,251,258 49,837,903 $41,664,150 $44,587,744 62.9 89.4

Anthracite Freight Rates Are Excessive

At this point it is thought expedient to refer to a report

of the United States Coal Commission to Congress during

the year 1923, in regard to the coal industry, wherein it

transmitted for the information of Congress, along with

other material, a report on the significance of freight rates

applying to anthracite. This report was not printed, hut

the Commission states that it may be examined together

with its supporting appendices in the files of the United

States Coal Commission on application to the Director of

the U. S. Geological Survey. Appendix D to this report,

which is also in the files of the United States Coal Commis-

sion, contains voluminous data on anthracite and bitumin-

ous freight rates compiled by the Interstate Commerce Com-

mission, as well as other data. The Interstate Commerce
Commission, and the heads of the different divisions of that

body, at the request of John Hays Hammond, the Chairman

of the United States Coal Commission, extended the most

complete cooperation in the preparation of the basic data

used in the report.

Extracts from this report on the significance of anthra-

cite freight rates appear as Appendix A of this report.
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Anthracite Freight Rates Since 1915

In attempting- to carry the discussion of anthracite freight

rates from the year 1915 down to the present, we have pro-

ceeded on the basis of criteria that have been considered

in past decisions of the Interstate Commerce Commission.

These criteria are: (a) cost of service, (b) the financial

condition of the carriers, (c) a comparison of the net rev-

enue to be derived from the haulage on anthracite with

similar revenues derived from the haulage of bituminous

coal and other commodities, (d) the importance of the traf-

fic, and (e) the value of the commodity.

The statistics in the tables which immediately follow

show that there was a substantial decline in the net ton-

miles of all freight transported by seven of the eight im-

portant anthracite-carrying railroads between the years

1916 and 1936. Even when considering that the total ton-

miles of all freight reported by the Lehigh & New England

increased 31.3 per cent in 1936 as compared with 1916, the

average decrease in the ton-miles of traffic shown for the

eight anthracite carriers, considered as a whole, between

1916 and 1936 was 28.6 per cent.

The table showing the trend in operating expenses al-

located to freight service for the same period as that se-

lected in the table for all freight traffic, presents a different

picture for these same eight key anthracite railroads.

The statistics in that table reveal a decline in freight ex-

penses for three of the eight carriers between 1916 and 1936,

ranging from approximately 2 per cent for the Lehigh Val-

ley Railroad to more than 19 per cent for the New York,

Susquehanna & Western. Each of the four other roads re-

port increases in freight expenses ranging from 12 per cent

for the Erie Railroad to more than 63 per cent for the Le-

high & New England Railroad. The average increase in

total operating expenses allocated to freight service for the

eight anthracite carriers, considered as a group, was ap-

proximately 11 per cent.

Thus, with an average decline in ton-miles of all traffic
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of about 29 per cent in 1936 compared with 1916, and an
average increase in their operating expenses allocated to

freight service during the same period of about 1
1
per cent,

these eight anthracite railroads show an average increase

in total operating costs per ton-mile between 1916 and 1936

of 55.4 per cent.

These statistics were prepared from the official annual

reports of the carriers to the Interstate Commerce Commis-
sion, and are shown in the tables following:

Total Net Ton-miles
Per Cent

Carrier Dec. 31

,

Dec. 31

,

Decrease
1916 1936 1936-1916

D. & Hudson R. R. Corp. 3,689,732,546 2,731,666,127 26.0

C. R. R. of N. J. 2,819,893,950 1,912,543.034 32.2

D. L. & W 5,492,697,895 3,366,687,000 38.7

Erie (incl. Chicago & Erie) 10,491,092,511 8,305,353,000 20.8

N. Y. S. & W. (incl. W. & E.) 235,893,455 74,841,827 68.3

L. & N. E. R. R. 257,497,633 338,074,621 31.3*

L. V. R. R. 6,330,640,346 4,041,199,737 36.2

N. Y. 0. & W. R. R. 827,029,812 742,947,000 10.2

Total 30,144,478,148 21,513,312,346 28.6
* Per cent increase.

Total Operating Expenses Allocated to Freight Service
Increase or

Carrier Dec. 30, Dec. 30, Decrease

1916 1936 1936-1916

D. & H. R. R. Corp. $ 13,514,971 17,633,487 Inc. 30.5

C. R. R. of N. J. . 15,943,643 15,034,092 D. 5.7

D. L. & W. 24,153,577 28,803,794 Inc. 19.3

Erie ( incl. Chicago & Erie

)

42,135,714 47,208,453 Inc. 12.0

N. Y. S. & W. (incl. W. 8.i E.) 2,041,693 1,652,522 D. 19.1

L. & N. E. R. R 1,785,951 2,914,736 Inc. 63.2

L. V. R. R. 29,051,911 28,626,107 D. 1.5

N. Y. 0. & W 4,532,686 5,850,876 Inc. 29.1

Total 133,160,146 147,724,067 Inc. 10.9

Operating Costs per Net Ton-mile

Operating Costs Per Cent

Carriers Per Net Ton-mile Increase

1916 1936 1936-1916

( Cents) (Cents)

D. & H. R. R. Corp. 0.366 0.646 76.5

C. R. R. of N. T. 0.565 0.786 39.1

D. L. & W 0.440 0.856 94.5

Erie (incl. Chicago & Erie) 0.402 0.568 41.3

N. Y. S. & W. (incl. W. & E.) .
0.866 2.208 154.9

L. & N. E 0.694 0.862 24.2

L. V. R. R. 0.459 0.708 54.2

N. Y. 0. & W. 0.549 0.788 43.5

Total 0.442 0.687 55.4
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We have already determined the extent to which freight

rates on anthracite coal should now he reduced, by giving

consideration to the increased cost of hauling a net ton of

anthracite coal in 1936 as compared with 1916. On this

basis it was found that anthracite rates could he reduced 24

per cent.

If we now proceed on the basis of the average increase

in operating costs per net ton-mile of 55.4 per cent, which

was developed in the preceding tables for all freight trans-

ported by the same eight anthracite carriers between 1916

and 1936, we find that anthracite rates could be reduced

approximately 27 per cent. This percentage was determined

by taking the 53 cents cost per net ton established by the

Interstate Commerce Commission in 1915 for moving an-

thracite coal to tidewater, and applying the 55.4 per cent

average increase which has taken place between 1916 and

1936. The increased cost per net ton developed by this pro-

cedure is 29.3 cents. By applying this amount (29.3 cents)

to the $1.45 rate established by the Interstate Commerce

Commission in 1915, it would thus appear that a fair freight

rate on this basis would be $1.74 per net ton. As the present

rate to tidewater is $2.39, it would mean that a reduction

of 65 cents per ton (about 27 per cent) should be made.
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Revenue per Loaded Car-mile on Anthracite Coal

The revenue per loaded ear-mile on anthracite coal trans-

ported from the mines to tidewater and to Buffalo, N. Y.,

as reported by the Interstate Commerce Commission for the

year 19o2 are shown in the following tables:

Revenue ter Loaded Car-mile on Anthracite Coal

Oil Buck- Average
Average Prepared wheat on
Haul Sizes No. 1 All Sizes

l Miles 1 ( Cents) (Cents) (Cents)

221.43 47.228 44.811 46.019

209 . 44.228 46.980 48.104

185.7 64.569 61.266 62.918

169.9 68.768 65.628 67.198

147 . 71.600 68.330 69.965

157 . 69.307 65.761 67.534

140.58 76.943 73.006 74.975

Revenue
, per Loaded Car-mile-

On Sizes
Smaller Than

Route and Destination

To Tidewater

Pennsylvania R. R. : South Amboy, N. J.

New York, Ontario - Western: Weehawken
Reading : Port Reading, N. J.

Erie Lines : Weehawken and Edgewater, N. J.

Lackawanna: Hoboken, N. J.

Lehigh Valley: Perth Amboy, N. J.

Jersey Central : Elizabeth Port, N. J.

Revenue per Loaded Car-mile on Anthracite Coal

Revenue
,, per Li

Route and Destination

To Buffalo

Reading and New York Central

Pennsylvania Railroad
Lackawanna
Delaware and Hudson via Erie

Erie
Lehigh Valley ( For Local Delivery, Ohio & Mich.

Pts. )

Lehigh Valley (For Chicago, Peoria, St. Louis, etc.)

Lehigh Valley (For Reshipment via Lakes)

official statistics compiled by the Interstate Commerce Com-
mission, that the anthracite revenue on tidewater coal per

loaded car-mile varied between 47 and 76 cents on prepared

sizes, and from 44 to 73 cents on steam sizes. The relation-

ship of these tidewater revenues per loaded car-mile to

those effective during the month of November, 1912, rep-

resent respective increases of 88 and 72 per cent on pre-

pared sizes, and 120 and 135 per cent on steam sizes.

On the Buffalo coal, which has a longer haul, the revenues

on prepared sizes per loaded car-mile shown for the year

per L.oaded Car
On

-mile ,

On
Average Prepared Smaller
Haul Sizes Sizes

( Miles) ( Cents) ( Cents 1

397 42.003 35.541

311 46.763 39.569

276 52.065 44.055

296 47.103 39.856

296 53.891 45.600

301 50.274 42.539

301 48.592 45.061

301 50.274 42.539

made in 1932, from
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1932, varied from 42 cents to 54 cents and for steam sizes

from 36 cents to 46 cents. The relationship of the Buffalo

revenues per loaded car-mile to those effective during No-

vember, 1912, also showed respective increases amounting

to 148 per cent and 93 per cent for prepared sizes, and 140

per cent and 84 per cent for steam sizes.

These 1932 revenues per loaded car-mile for anthracite

are also much higher than the rates for other commodities

of approximately the same length of haul. Their remuner-

ative character is also well illustrated by comparing them

with the revenue per loaded car-mile on various commodi-

ties reported for Class I railroads, and with the average

revenue per loaded car-mile earned on all freight traffic of

seventeen carriers for the year ended December 31, 1932.

Freight Revenue on Representative Carload Shipments of Various

Commodities, Year 1932, Averaged for Class 1 Railroads

Commodities Carloads

Freight Revenue
Average per
Haul Loaded Car-mile

Meal, corn 9,712

(Miles)

455.70

(Cents)

13

Sheep and Goats (double deck) 85,440 639.04 14

Tomatoes 24,090 1,893.57 15

Watermelons 27,145 1,084.14 15

Flour, wheat 362,504 568.65 17

Hogs (double deck) 178,914 541.18 18

Hay and Alfalfa 1 10,450 374.55 18

Cattle and Calves (single deck) 420,630 408.57 19

Lumber, Shingles and Lath 438,890 746.95 20
Poultry, live 11,954 1,207.27 20
Forest Products, N. O. S 51,790 322.23 21

Potatoes 196,220 741.45 22
Automobiles, passenger 1 19,030 822.53 22

Apples, fresh ,85,964 1,162.14 22

Rosin 12,745 539.90 23
Bananas 63,078 694.35 23

Eggs 39,813 1,353.34 23

Furniture 6,335 649.76 24
Horses, Mules and Ponies 19,756 594.00 24
Tobacco, leaf 59,528 366.88 24
Sewer Pipe and Drain Tile 36,020 341.09 24
Cotton, in bales 210,380 410.52 25

Plaster (stucco or wall) 24,492 468.84 26
Newsprint Paper 61,886 707.51 26
Butter 48,534 927.00 27
Paper Bags and Wrapping Paper 47,751 592.76 27
Salt 103,679 483.21 27
Leather 7,447 617.32 28
Beverages 17,235 433.02 28

(Continued on next page)
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Freight Revenue on Representative Carload Shipments of Various

Commodities, Year 1932, Averaged for Class 1 Railroads

(Continued)
Freight Revenue

Average per
Commodities Carloads Haul Loaded Car-mile

(Miles) ( Cents )

Petroleum, crude 77,478 403.25 28
Lead and Zinc, ingot, pig or bar 13,893 952.79 28
Pulpwood 105,968 148.71 29
Machinery and Boilers 58,782 587.20 29

Cast Iron Pipe and Fittings 18,671 595.97 29
Cheese 12,784 818.64 29

Tractors and Parts 7,503 673.46 29
Turpentine 1,865 1,037.33 29

Wool 20,073 851.01 31

Wood, fuel 47,317 89.17 32

Oats 109,875 329.14 32

Bituminous Coal 3,951,599 361.89 34

Tobacco (manufd. prds. ) 8,353 1,259.49 35

Logs 150,023 55.69 36

Coke 226,517 182.44 36

Brick, common 27,865 186.59 36

Rail Fastenings, Frogs, etc 9,965 335.65 37

Corn 240,678 291.09 44

Molasses, Blackstrap, etc. 9,532 346.98 45

Wheat 447,970 319.31 46

Crude Rubber ( not reclaimed ) 11.071 552.10 49

Iron, pig 27,049 202.10 51

Iron Ores 97,387 133.81 52

Sand, Stone and Gravel 852,252 83.59 54

Cement, natural or Portland 297,200 195.80 54

Anthracite Coal 1,082,903 174.11 55

Average Freight Revenue per Loaded Car-mile for All Freight Traffic by

Representative Railroads
Average

Freight Revenue per

Average Loaded Car-mile

Carrier Haul All Freight Traffic

( Miles) (Cents)

I. C. R. R. Co. 242.96 20.63

N. Y. C. R. R. Co 229.01 21.05

L. & H. R. R. R. Co. 68.60 22.39

P. R. R. Co 234.54 24.06

L. & N. R. R. Co 212.03 25.14

C. & O. Ry 287.73 25.95

B. & O. R. R. Co 194.05 26.18

Erie R. R 195.02 26.22

L. V. Rv 173.11 26.41

N. & W. Ry 271.28 26.54

D. & H. R. R. Corp. 122.80 26.97

B. & M. R. R 133.09 30.27

N. Y. O. & W. Ry 106.87 32.02

D. L. & W. R. R. Co 143.23 33.94

Reading Co 102.23 36.74

Virginian Rv. 221.17 36.83

C. R. R. of N. 1. 74.74 44.49
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The comparisons of the rates per loaded car-mile on an-

thracite coal to tidewater as well as to Buffalo, N. Y., with

the loaded car-mile rates for other individual commodities

on the Class I railroads of approximately the same haul,

which are shown in the preceding tables, reveal that for

hauls between 140 and 221 miles (the approximate length

of the anthracite tidewater hauls), the rates per car-mile

on commodities other than anthracite were between 29 and

54 cents, the maximum being only slightly in excess of the

minimum rate on the prepared sizes on anthracite. For

hauls between 290 and 300 miles (the approximate length

of the anthracite haul to Buffalo, N. Y.), the rates on other

commodities were decidedly lower than the anthracite rates.

While the rates for hauls from 320 to 4,893 miles shown for

other commodities ranged from one-half to one-thircl of the

anthracite rates.

A study of the table showing the freight revenue on rep-

resentative carload shipments of various commodities, av-

eraged for Class I railroads during the year 1932, reveals

that anthracite coal, with an average haul of only 174.11

miles, commanded the highest revenue per loaded car-mile,

when compared with decidedly longer hauls for fifty other

commodities.

By comparing the anthracite rates per loaded car-mile

with the rates per loaded car-mile of all traffic for the seven-

teen selected carriers, covering similar hauls, it is found

that the anthracite rates are three times as great.

Anthracite Revenue per Train-mile Is Higher Than Average

Train-mile Revenue

The carrier’s anthracite coal tariffs generally provide a

high minimum carload weight. This is done to meet varying

uses of equipment and tends to compel loading to the maxi-

mum carrying capacity of each car.

The large tonnage of anthracite coal loaded in each car,

therefore, when made up into trains constitute the maxi-
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mum train tonnage, and the large tonnage hauled in the

trains produces high earnings per train-mile.

In the 1915 anthracite freight rate case <35 I. C. C. 220),

the Interstate Commerce Commission found that the rev-

enue per train-mile on anthracite coal transported to tide-

water was, for the Jersey Central, $19.30; for the Lehigh

Valley, $16.14, and for the Lackawanna, $16.43. These

train-mile revenues are not available from the statistics

required by the Interstate Commerce Commission from the

carriers today, hut if they were available there is every

reason to believe that they would show a substantial in-

crease over those shown above, and would be decidedly

higher than the average train-mile revenue, as shown below

for all commodities transported by representative railroads,

for the several operating districts and country as a Avhole.

Average
Freight Revenue

Carrier per Train-mile

(All Commodities)

Alton R. 11. Co $ 4.58

Atlantic Coast lane R. R. 4.58

Illinois Central R. R 4.84

Louisville & Nashville R. R. 5.14

New York Central R. R. 6.76

Baltimore & Ohio R. R. 7.16

Pennsvlvania R. R. 7.98

Erie R. R. (Inch Chgo. & Erie) 8.12

Boston & Maine R. R. 9.61

Chesapeake & Ohio Ry. 10.32

Eastern District, 1932 7.54

Southern District, 1932 5.85

Western District, 1932 5.41

United States, 1932 6.26

1933 6.32

1934 6.23

1935 6.51

1936 6.79
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Comparison of Anthracite and Bituminous Coal Rates

In the Meeker Case (21 I. C. C. 129), which was decided

in 1915, the Interstate Commerce Commission presented a

table of bituminous coal freight rates, including the result-

ing rates per ton-mile, which it stated could be used for

the purposes of comparison with anthracite rates to tide-

water. This table has been carried down to date and is

shown on page 562 with corresponding rates for 1922 and

1937, as well as for the year 1914:

As compared with these rates on bituminous coal, the

table on page 563 presents various typical anthracite

rates, the destinations being such as to form a weighting

when all the rates in the table are averaged:

The comparisons between anthracite and bituminous

rates made in the two following tables show very clearly

that anthracite rates to various destinations beyond certain

gateways are a larger differential over the gateway rates

than is true of the bituminous rates. This situation is fur-

ther emphasized by the fact that the hauls selected up to

the gateways for both anthracite and bituminous are on a

comparable basis. The comparability of distances between

the anthracite and bituminous hauls also emphasizes the

higher ton-mile yields produced by the anthracite rates.

From these two tables it is also seen that from 1914 to

1922 the unweighted average freight rates on bituminous

coal increased about 3.6 mills per ton-mile, while the rates

for anthracite hauls of roughly the same distance increased

approximately 5.4 mills per ton-mile.

Owing, however, to subsequent reductions in the rates on

anthracite, by 1937 the 1914 differential was nearly restored,

and the increase per ton-mile between 1914 and 1937 on bi-

tuminous increased 3.4 mills as compared with an increase

for the same period on anthracite rates of 3.95 mills.

In the light of the foregoing, it is quite apparent that

anthracite rates have increased more than bituminous.
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The Financial Condition of the Carriers

The Interstate Commerce Commission, in arriving at its

decision regarding- anthracite freight rates in 1915, con-

sidered at length the financial condition of the anthracite

carriers, including the book costs of property investments,

incomes, dividends and corporate surpluses. The hook costs

were, however, disregarded by the Commission.

The valuations which the Interstate Commerce Commis-

sion has since placed on these anthracite carriers can now
take the place of the hook costs that were formerly con-

sidered. These valuations were stated by the Commission

to he

:

Date of

Carrier Valuation

C. R. R. of N. J 1918

Reading Companv 1917

D. L. & W. R. Ru Co 1918

Lehigh Valley Ry 1917

Erie (Inch Chgo. & Erie) 1918

N. Y. S. & W. R. R 1918

N. Y. 0. & W. R. R 1916

Pennsylvania R. R. 1918

Delaware & Hudson R. R. Corp. 1916

Valuation

$ 123,166,612

204,902,111

237,155,096

202,292,188

297,747,306

14,615,831

42,359,907

1,051,734,428

93,639,879

On various occasions these anthracite carriers have pro-

ceeded to the conclusion that 6 per cent per annum is the

lowest possible suggestion as to what would constitute a

fair return on the investment, and that “a legislative com-

mand to accept anything less than 6 per cent would he ad-

judged to he confiscation.”

In giving consideration to this question the Interstate

Commerce Commission never has suggested that 6 per cent

per annum income is too high rate of return on railroad

investment or too low a return. As a matter of fact official

records indicate that the stockholders of several railroads

operated by the initial anthracite carriers have leased their

properties to anthracite railways for a rental of 4 per cent

per annum on their investment; some properties are leased
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at 7 per cent per annum, ancl some at 10 per cent per annum
under long-term leases.

It is a matter of common knowledge that the principal

railway systems of the country today can borrow large sums
of money at rates of interest much lower than 6 per cent,

and with the money construct side lines and lateral branches

and invest in non-productive betterments, which cannot

earn 6 per cent on the investment. This situation applies

equally to the anthracite-carrying railroads.

In any possible adjustment of the anthracite rate struc-

ture particular consideration should be given to the 6 per

cent general return permitted the carriers under the Trans-

portation Act, and the 4 or 5 per cent per annum which the

carrier accepts in rent from a tenant.

A study of the results of the transportation operations of

the principal initial anthracite carriers over a long period

indicates that they have seen many prosperous years.

Further evidence of this is revealed by considering divi-

dends, the extent of the additions and betterments charged

to income and profit and loss, and their profit and loss sur-

pluses.

Unnecessary Railway Construction

The history of the development of anthracite presents a

series of persistent but apparently unsuccessful struggles

by the initial operators against the monopoly or restrictive

conditions imposed by the railways. In their efforts to over-

come the oppressive rates and selling conditions imposed

bv the carriers the independent operators and shippers did

everything in their power to promote the construction of

additional railway lines. Some of the efforts were unsuc-

cessful, but at the present time eight railway lines extend

into the Wyoming region and reach the collieries therein,

and seven of those extend from the Wyoming region to

tidewater. This region was already adequately served by

six railway lines even before the extension of the New
York, Ontario & Western and the New York, Susquehanna
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& Western into that territory. Under existing conditions

it is apparent that the anthracite tonnage is charged with

the burden of earning an income on the investments in a

large portion of two railway lines, which were not required

and which probably would not have been constructed had
the proper conditions existed in the marketing of the com-

modity. Although the existing lines were capable of ren-

dering all the transportation services needed, the onerous

conditions imposed from time to time by the transportation

interests caused the individual operators to seek relief in

new railway projects and in trackage arrangements rather

than accept the rate and selling conditions extended to them

from the anthracite carriers.

Dividend Policies

Following the 1915 rate fixation and down into the early

years of the depression the anthracite carriers maintained

the same high dividend rates. The Delaware, Lackawanna

& Western Railroad paid dividends at the rate of 20 per

cent or more from 1905 to 1921, raised the rate to 85 per

cent in 1909, and again to 55 per cent in 1911, and during the

year 1921 paid a stock dividend of 100 per cent. Following

1921, the same carrier continued to pay large dividends

down to and including the year 1931. Total dividend dis-

bursements by this carrier from organization down to De-

cember 31, 1937, amounted to approximately $305,976,764 in

cash and $65,229,770 in stock.

T1le Philadelphia & Reading, between the years 1905 and

1923 paid cash dividends each year ranging from 12y2
per cent to 30 per cent. Tt was merged with the Reading

Company on December 31, 1923, and since that date it has

continued to pay liberal dividends each year down to the

present time.

An examination of the official reports submitted to the

Interstate Commerce Commission, reveals that the Central

Railroad of New Jersey, the Lehigh Valley Railroad, and

the Delaware & Hudson Railroad Corporation have followed
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a similar policy. During the thirty-two year period, 1905-

1936, the dividends disbursed by the anthracite carriers

have been enormous as compared with those paid by such

large Eastern Trunk Lines as the Baltimore & Ohio Rail-

road and the New York Central Railroad.

The anthracite carriers have also managed to add large

sums to their surplus accounts. The corporate surplus for

each of such roads is shown below for the year 1936 as com-

pared with 1915.

Total Corporate Surplus

Carrier

C. R. R. of New Jersey
Reading Company
1). L. & W. R. R.'

Lehigh Valiev Rv.
Erie Railroad (Inch Chgo

Erie)

N. Y. 0. & W. R. R.

Pennsylvania R. R.

Delaware & Hudson R. R. C(

Year Ended Year Ended
June 30, Dec. 31.

1915 1936

$ 36,425,581 $ 77,143,678

25,857,251 100,634,277

93,794,038 61,365,859

23,692,717 34,246,276

&
44,699,134 39,1 15,577

6,005,621 5,919,187

223,638,951 472,430,313
». 23,892,343 15,471,958

The statistics in the preceding table show that the an-

thracite carriers in the majority of instances have fared

well since the 1915 rate fixation. During the past twenty-

one years they have laid aside large surpluses out of which

liberal dividends were disbursed. For example, this sur-

plus (profit and loss) for the Central Railroad of New Jer-

sey between the years 1915 and 1936 increased more than

$40,700,000, or 111.8 per cent. The Reading Company’s sur-

plus in 1936 was $100,634,277 compared with $25,857,261

in 1915, representing an increase of nearly 290 per cent.

On the Delaware, Lackawanna & Western Railroad where

the corporate surplus declined approximately 34 per cent

during the same period, there was a stock dividend of 100

per cent in 1921 which accounts for the drop. The decline

shown for the Delaware & Hudson Railroad Corporation’s

corporate surplus may be attributed to the consistent policy

569



of paying a 9 per cent dividend yearly down and including

the year 1931.

If these anthracite carriers are in further danger of defi-

cits in net income, their difficulties are attributable, ac-

tually, to higher rates, which do not necessarily increase

revenue more than lower rates would, and may in particular

localities reduce revenue instead of increasing it, by dis-

couraging patronage.

The average revenue derived by the railroads from the

transportation of anthracite coal was $1.70 per net ton in

1936, a higher revenue per net ton than on most other com-

modities.

Therefore, from the standpoint of the financial condi-

tion of the carriers it is quite obvious that they could stand

a material reduction in anthracite rates. They have en-

joyed many prosperous years during which time many large

cash and stock dividends were paid, but even today these

carriers have large corporate surpluses.

The importance of the anthracite traffic to the anthracite

railroads is shown in the following table of tonnage car-

ried, which was compiled from the 1936 annual reports of

tlie carriers to the Interstate Commerce Commission:

Calendar Year, 1936
Total Ratio of

Total Tons Number of Anthracite to

of Anthracite Tons of All Total Tonnage
Carrier Coal Carried Freight Carried ( Per Cent)

C. R. R. of N. J. 6,992,105 26,455,621 26.43

Reading; Companv 19,592,936 54,489,647 35.96

I). L. & W. R. R.
'

6,570,609 23,372,988 28.11

Lehigh Valiev R. R. 9,663,417 24,102,976 40.92

N. Y. S. & W'. R. R. 2,641,485 4,543,749 58.13

N. Y. 0.. & W. R, R. 6,094,612 8,960,774 68.02

Del. & I Iud. R. R. Corp. 8,967,923 20,471,353 43.81

L. & N. E. R, R, 2,940,264 6,717,371 43.77

L. & IT. R. Rv. 687,499 3,071,046 22.39

The table above shows5 that the ratio of anthiI'aeite ton-

nage to the total tonnage carried by the nine originating an-

thracite railroads during 1936 rang;ed from 22 per cent for
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the Lehigh & Hudson River Railway to 68 per cent for the

New York, Ontario & Western Railroad. The same nine

carriers also received 82 per cent of the total anthracite

revenues of all Class I carriers during that year, and with

four others received 95 per cent. All the Class I railroads

combined received only 5 per cent of the total. It therefore

follows that the problem of obtaining reduced revenues from

the transportation of anthracite is confined largely to thir-

teen systems. These figures clearly emphasize the import-

ance of anthracite traffic to a mere handful of railroads

and the fact that a reduction in freight rates will enable

them to conserve their revenues which are being rapidly

depleted by the loss of markets for this fuel. Any reduction

in rates at the present time will go far to alleviate the sit-

uation, because the rates were fixed at a high level during

the non-competitive stage of the industry’s selling activi-

ties.

Conclusions

The present general condition of these anthracite car-

riers is to a certain extent the outgrowth of past conditions

wherein the carriers were producers, shippers, and trans-

porters, and vendors of the commodity. In past years, if

the rates they established for transportation were excessive,

it resulted in no hardship to their mining and selling opera-

tions, because the excessive profits from the transportation

services offset the absence of profits in their mining and

selling operations, and high rates eliminated the competing

shipper from the markets.

A review of the points considered by the Interstate Com-

merce Commission in 1915, in its freight rate fixation (35

I. C. C. 220), reveals that the present freight rates on an-

thracite coal are too high. At that time the Commission

pointed out that it was cheaper to haul anthracite than

other commodities and yet the revenue from anthracite was

greater. Recent statistics show that the same situation

exists today.
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From the standpoint of the financial condition of the car-

rier, it lias been shown that they could stand a material

reduction in anthracite rates, because in the majority of

instances they have fared well since the 1915 rate fixation.

Down to the beginning of the depression in 1929 they en-

joyed prosperity, which is evidenced by a study of the large

cash and stock dividend disbursements, of dissipated re-

sources, and the extent of the additions and betterments

charged to income and profit and loss, and their profit and

loss surpluses.

Operating deficits and reduced selling prices, both whole-

sale and retail, reflect what the industry has attempted to

<1 o to maintain its markets, however, a reduction in freight

rates on anthracite is most essential to increase the extent

of the markets today. At the same time there must be some

sort of control of distribution by the carriers or by the pro-

ducers or by the public, so that any reduction in rates may
lie handed on to the consumer and thus production (and

consumption )
stimulated.

The revenue which the anthracite carriers in the Penn-

sylvania region derived from their rates equalled 45.1 per

cent of the operator’s sales prices at the breakers in 1928

and 54.2 per cent in the year 1935, and as far as the deliv-

ered price is concerned, the proportion that the carriers re-

ceive from the mine price, freight rate and retail dealer’s

margin, is increasing the total percentage of the price to the

consumer. Consequently, any practical relief for the in-

dustry can only come through reductions in selling prices

and freight rates in a sustained effort to arrest losses of

markets and to regain the lost tonnage.

From the standpoint of cost of service it appears that

there should be an immediate reduction of 25 per cent in

anthracite freight rates.
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APPENDIX A

Significance of Anthracite Freight Rates *

(Reprinted from the files of the United States Coal Commission of 1923-25.

See printed report of the Commission, part II, pages 1011 and 1027.)

The freight rates charged for anthracite coal always have

been and are now excessive when measured by any suitable

standard, and in the interest of the coal consuming public

they should be investigated thoroughly by the Interstate

Commerce Commission, and new rates fixed which are rea-

sonable and just in the light of definitely defined criteria.

These criteria, judging from past decisions of the Com-

mission, will be (a) cost of service, (b) the financial condi-

tion of the carriers, (c) a comparison of the net revenues to

be derived from the haulage of anthracite with the similar

revenues derived from the haulage of bituminous and other

commodities, (d) the importance of the traffic, and (e) the

value of the commodity. It is a difficult task to assign to

each of these factors its own proper weight, but in so far as

they may be considered, it would be extremely helpful to the

public if the Commission would state how far each entered

into the final determination of the problem.

A careful study of the decision of the Interstate Commerce

Commission in 1915 (35 I. C. C. 220) fixing the rates of an-

thracite, which decision forms the base in large part of the

present anthracite rate structure, seems to show that the

rates thus established in 1915 were largely influenced by the

previously existing rates, which the Commission itself found

to be designed for the purpose of creating a monopoly of the

industry. In this decision, the Commission found that the

anthracite carriers were all prosperous except such as were

overcapitalized; that anthracite freight traffic was more

profitable than the haulage of other commodities; and that

the operating cost of hauling anthracite was only about one-

third the rate charged. The Commission reduced the tide-

* Extract from a Report submitted by W. Jett Lauch to the United States

Coal Commission on March 23rd, 1923.
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water rate from $1.60 to $1.45 per ton (about 0.4 per cent),

but since this decision the prosperity of the carriers has in-

creased at a faster rate; the disparity between anthracite

rates and the rates for other commodities is greater than it

was; and from the standpoint of cost a reduction of about 33

per cent could be immediately made in the present rates.

Of course, under the Transportation Act of 1920, the

Interstate Commerce Commission is instructed to fix such

rates as will result, over and above a proper operating ex-

pense, in a fair return upon the value of the property used

for transportation purposes, but the Commission will in the

present instance be obliged also to decide the question

whether surplus from earnings accruing from excessive tar-

iff charges in the past and invested in the property are

properly to be included in a valuation computed for rate

making purposes. This question is always important, and

has been raised from time to time but without ever finding

in this country an authoritative and final answer. In this

particular case it becomes of great moment on account of

the many years of’ excessive freight rates.

A somewhat similar question will be whether dissipated

resources are to be taken into account in the rate fixation.

As detailed elsewhere in this report, the anthracite carriers

have been quite generally guilty in past years of granting

special favors to their own affiliated coal companies, in the

shape of loans at either inadequate rates of interest or at, no

interest whatsoever, and also of transporting their supplies

and granting them the use of railroad facilities at terms

denied to the independents. These special favors were de-

clared illegal by the Commission and ordered discontinued

(35 I. C. C. 220), and there is no evidence to show that the

orders of the Commission have not been complied with.

Even so, however, large sums that might profitably have

been devoted to a reduction of outstanding capital issues, or

placed in a depreciation fund, have been irretrievably spent,

and the loss should not be charged upon the public account.

It is also shown elsewhere that the dividends paid by
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many of the anthracite carriers have been very large, and

that by means of stock dividends the cash actually disbursed

for this purpose has amounted to an extremely high rate of

return. It has been the contention of the carriers that as

the supply of anthracite is limited, the end will be reached

in a comparatively short time, estimated variously as from

50 to 250 years. This point will have to be carefully con-

sidered (the Interstate Commerce Commission discussed it

in connection with the Meeker case, 21 I. C. C. 150, et seq.),

but against it must be placed not only the large sums wasted

by the carriers in the past, but also the large dividend dis-

bursements, made larger, as just stated, by free distributions

of capital stock from time to time.

To cite the extreme case of increasing dividend disburse-

ments by increasing the amount of capital stock outstand-

ing, the Delaware, Lackawanna and Western Railroad (see

Moody’s Manual) has up to 1921 issued to its stockholders

the following stock dividends in its own capital stock, not

counting several distributions of the stock of the Warren

Railroad and of the Morris Essex Railroad, and a 35 per

cent distribution in 1911 of the stock of the Lackawanna

Railroad (this latter transaction was a distribution of stock

of $10,550,400 par value, with a guaranteed dividend re-

quirement of $422,016 per year):

I860— 18 per cent in May and 6 per cent in July

1863— 10 Per cent in July

1864— 20 per cent in January and 50 per cent in No-

vember

1866— 10 per cent in January

1909— 15 per cent in July

1921—100 per cent in August

By means of these stock dividends, an original investment

of $100 par value, in the capital stock of the Delaware,

Lackawanna and Western Railroad, has been increased to

$627 par value, and as the stock is now upon a 12 per cent

dividend basis this represents a return upon the original par

value amounting to 75 per cent per year.
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The above computation omits the cash capital supplied

from time to time by stockholders. Out of the $84,555,000

capital stock outstanding at the present time, $53,125,013

was issued as stock dividends. Assuming that the balance,

or $31,429,987 represents cash supplied, it follows that a 12

per cent dividend (the present rate) amounts to a return of

32.3 per cent when spread over this “cash” capital of $31,-

429,987.

A transaction involving entirely different principles but

resulting in a very large profit to the stockholders of the

Delaware, Lackawanna and Western Railroad was the issue

in 1913 of $12,000,000 new stock, to which the stockholders

were allowed to subscribe at par. At that time the market

price of the stock was about 400 per cent of par, so the

aggregate profit to the stockholders amounted roughly to

$36,000,000 which was the equivalent of an extra cash divi-

dend of 120 per cent upon the par value of the stock then

outstanding.

If a reduction were made in the freight rates on prepared

sizes of anthracite, a material reduction could be expected in

the retail price. The case is different, however, in the case

of the smaller steam sizes. These steam sizes are in the

nature of a by-product formed when the coal is crushed

and screened, and in the aggregate they form roughly about

25 to 30 per cent of the total production. As practically all

of the steam sizes are sold in direct competition with bitu-

minous coal, they must be sold, if at all, at a price that is

below the average cost of production, in order to offset the

lower cost of bituminous, and consequently enough must be

added to the price of the prepared sizes to make up for the

loss suffered on the steam sizes.

Consequently a reduction in the freight rate on the steam

sizes will probably not affect the price of these sizes, as this

price is fixed chiefly by the condition of the bituminous

market. Whatever saving there may be, then, in the expense

of getting the steam sizes to market will accrue directly to

the operator, and will either increase the operator’s profit,

576



or else will enable the operator to sell the prepared sizes at

a lower price.

If the freight rates are reduced, and the entire saving is

passed on to the consumer of the prepared sizes, there will

therefore he possible a reduction in the retail price of about

a cent and a half per ton for each cent reduction made.

Tidewater Rates

Of all the anthracite freight rates, the rate to tidewater

is the most important, that is, the rate from the coal fields to

the water front at Jersey City or nearby. This rate is taken

as the base from which other rates are fixed by means of

well-established differentials. All anthracite coal to New
York City and a large part of the supply that is sent to New
England travels over this route, and whenever a single rate

is spoken of, the tidewater rate on prepared sizes is implied

unless it is otherwise stated.

A typical rate of this class is that of the Erie Railroad,

from the Northern coal fields to Undercliff and Weehawken,

N. J. This rate has been as follows per ton of 2,240 pounds:

1016
< Pvate established 1920 1922

under ( Prior to ( Prior to

1914 35 1. C. C. 220) general increase) general decrease ) 1923

$ 1.60 $ 1.45 $ 1.90 $2.66 $2.39

The tidewater rates to New York Harbor points farther

south were 5 cents per ton less.

It will be seen that the increase in anthracite rates since

1914 to the present time has been about 50 per cent. This

increase is not in itself an unreasonable one, in the light of

increased operating costs, and as compared with other in-

creases that have taken place since the pre-war period. But

based, as it is, upon a rate that was excessive in 1914, the

increase has not only perpetuated the injustice, but has

actually intensified it by increasing the amount (in cents)

by which the rate is in excess of a .just and reasonable sum.
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Percentage Contracts

Formerly the custom in the anthracite industry was for

the railroads to purchase coal at the mines from a large

number of operators, paying instead of a fixed price a cer-

tain percentage of the final price obtained for the coal at

tidewater. At first this percentage was only 40 per cent

of the tidewater price as far as the prepared sizes were con-

cerned, but later it was increased until it reached 65 per

cent on November 1, 1900. Producers who were disinclined

to accept these percentage contracts were faced with such a

freight rate that it was impossible for them to sell their out-

put in competition with the carriers and their allied coal

companies.

In 1901 several of the carriers took action through the

Temple Iron Company to establish a fixed or fiat freight

rate to tidewater. This Temple Iron Company was a hold-

ing company, and represented on its boards of directors

were the Reading, Lehigh Valley, Jersey Central, Lacka-

wanna, Erie, and Susquehanna and Western. A committee

was appointed and in one meeting fixed a rate that it deemed
“fair, reasonable, and satisfactory.” (See letter from chair-

man of committee, quoted in 35 I. C
1

. C. 229.) The rate fixed

was $1.60 per ton for prepared sizes from the mines to New
York tidewater points, subject to the usual differentials, and

it was placed in effect and continued in effect up to 1915 as

the published tariff rates on the lines of the several carriers

that reach tidewater, with the exception that the rate estab-

lished on the Pennsylvania Railroad was fixed a little later

at a time when the price of coal was lower, with the result

that the rate itself was lower, and that the rate on the Dela-

ware, Lackawanna and Western, which was not established

until 1903, was also slightly lower than the other rates. Two
changes in rates were ordered made by the Interstate Com-

merce Commission, respectively in the Meeker case, 21

I. C. C. 129, and in the Marion case, 24 I. C. C. 140. (See

35 I. C. C. 228-231.)
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The Interstate Commerce Commission stated that these

rates which the carriers’ special committee denoted as “ fair,

reasonable, and satisfactory,” were in reality excessive. The

Commission said (35 I. C. C. 231)

:

“While the adoption of a flat basis of rates in 1901

and 1903 arrested the progressive increase in the rates,

the evidence clearly shows that the percentage rates of

which the flat or tariff rates were an adaptation were

excessive rates. There is here presented a condition

wherein carriers who were also dealers, not in their

capacity as carriers but as dealers in the commodity,

through the agency of the Temple Iron Company, estab-

lished rates on anthracite coal for all shippers to tide-

water. The Supreme Court in the Temple Iron Com-
pany Case, 226 U. S 348, recently held that the Temple
Iron Company, to whom these carriers in the manner
described delegated the power to fix rates, was an

agency used by several of the carriers for the unlawful

purpose of gaining a monopoly of the sale of anthracite

coal in the markets.”

The Commission adds further (35 I. C. C. 232):

“The evidence in this case conclusively shows that

the rates on this commodity were established at an ex-

cessive basis, and clearly it was so done for the purpose

of eliminating the independent output as a factor of

competition in the markets with the railroad interests’

output.
’ ’

And on page 233 the Commission stated:

“The carriers for many years were allowed a free

hand in the institution of freight rates. It is evident

that they used that great power not with the view of

establishing reasonable freight rates, but with the in-

tent to establish rates on this commodity that were high

enough to remove the production of the independent

operators from the field of competition with the coal

mined by the railroad interests.”

After the establishment of the flat freight rates, more-

over, the railroads and their affiliated coal companies con-

tinued to buy coal from the independents at the mines at 65

per cent of the selling price, retaining the remaining 35 per

cent as freight charges. As it was more profitable to the
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operators to turn their coal over to the railroad than it was
to pay the freight rate and then sell the coal in the open

market, the railroads were able to exercise an almost abso-

lute control over the industry, and this control was the more

assured because many, if not all, of the 65 per cent contracts

were perpetual. In the Reading case, 226 U. S. 367-8, the

Supreme Court said regarding these perpetual contracts:

“That per cent of the average price at tidewater re-

tained by the buyer was assumed to cover the freight,

waste, and cost of sale. There is evidence tending
strongly to show that an independent accepting one
of these contracts realized slightly more than he could
realize if he had shipped and sold on his own account.

Tli is advanced price, therefore, as charged in the bill,

constituted a great inducement to draw the independ-
ents within the control of the defendant and makes
it highly probable that if not enjoined they would ab-

sorb the entire independent output.”

The Interstate Commerce Commission thus commented

on the situation in the Meeker case, 21 I. C. C. 154:

“Whatever the means employed, it is a fact that

the railroad coal company (referring to the Lehigh
Valley) has monopolized the coal fields served by it.

In 1901, 47 per cent of the defendant’s coal tonnage to

Perth Amboy was controlled by it and 53 per cent by
independent operators; while in 1908 the defendant
controlled 95 per cent of the anthracite tonnage over
defendant ’s line to Perth Amboy and the independent
operators 5 per cent.”

In 1912 the United States Supreme Court ordered that

these perpetual percentage contracts be cancelled on the

ground that “they were designed by the anthracite carriers

as a means of controlling the sale of the independent output

iu the market at tidewater points, thereby preventing com-

petition with their own coal and as a plan for removing the

great tonnage controlled by the independents from being

used as an inducement for the entry of competing carriers

into the district.”

The perpetual contracts were cancelled, in accordance

with the orders of the Court, and the tonnage purchased



from the independents fell off. Some operators, however,

entered into new contracts with the railroad interests for

the purchase of their coal on the 65 per cent basis, hot these

new contracts were made terminable at will upon reasonable

notice.

An excellent illustration of the profitableness of the 65

per cent contracts is seen in the instance of the Delaware,

Lackawanna and Western Coal Company. This company

was organized in 1909 and the stockholders of the Delaware,

Lackawanna and Western Railroad Company were given

the right to subscribe to its stock at par, the necessary funds

being provided by an extra cash dividend of 50 per cent then

made, one half of which could be used as subscription to the

new coal company stock. This coal company owned no coal

lands and did not mine coal, but purchased at the mines. the

coal already mined and prepared by the coal department of

the railroad company at 65 per cent of the average tidewater

price. The coal company then shipped the coal to market,

paid the freight charges, and sold it through its agencies.

The dividend record of this coal selling company has been

as follows to January, 1923:

Regular Extra

Year Dividend Dividend

1910 10%
1911 10%

1912

10%
1913 10% 20%
1914 10% 10%

1915

10% 50%

1916

10% 10%
U)17 10% 90%, of which 40% was in Eng-

lish and Liberty bonds

1918 10% 30% paid in Liberty bonds

1919 10%
1920 10% 75% stock dividend

1921

10%
1922 10% 40% stock dividend
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The stockholders of this coal selling' company, therefore,

have not only received regular 10 per cent yearly dividends

upon their investment (which in the first instance was

handed to them by the railroad company as part of an ex-

tra cash dividend) but in addition they have received extra

dividends aggregating 210 per cent of their investment, and

in December, 1920, they received a 75% stock dividend.

Thus for the year 1921, the regular 10% dividend amounted

in reality to 17% per cent of the original investment, be-

cause it was paid upon the increased stock issue outstand-

ing.

Recently it is announced by the railroad company that

the contract with the coal selling company has been modi-

fied, and the railroad lias also sold its coal properties to the

Glen Alden Company, which was formerly owned by the

railroad, but whose stock was offered to the stockholders of

the railroad company at $5.00 per share.

Recent Freight Rate Changes

The rate structure in anthracite coal that was established

by the carriers themselves in 1901-1903 as an adaptation of

the percentage contracts continued in effect until 1915 when
the Interstate Commerce Commission made an investigation

and issued an order in the case usually referred to as “Rates

for Transportation of Anthracite Coal” (35 T. C. C. 220).

This case is discussed more fully later on.

The result of this 1915 case was a reduction in the freight

rate to tidewater of 15 cents per ton, from $1.60 to $1.45 for

the upper tidewater points and this rate remained in effect

until early in 1918 when under Investigation and Suspen-

sion Docket No. 1111 (following the “Fifteen Percent

Case”) the Commission allowed increases of “not more

than 15 cents per ton,” thus restoring many of the rates

in effect from 1901 to 1915.

In the middle of 1918 the Railroad Administration certi-

fied iu General Order No. 28 that an increase was necessary
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in freight rates, and this increase brought the anthracite

tidewater rate up to $1.90 per ton.

In Ex parte 74- (Increased Rates, 1920), the Interstate

Commerce Commission, acting under the Transportation

Act, granted to the railroads in the Eastern territory an in-

crease of 40 per cent, which established the tidewater rate

in September, 1920, at $2.66 per ton.

And finally in the general reduction case of 1921, the Com-
mission reduced all rates by 10 per cent, which left the tide-

water rate on anthracite at $2.39 per ton.

It will be noted that these rate adjustments were all based

upon the 1915 investigation and order.

Discussion of the Rate Fixation in 1915

In 1915 the Interstate Commerce Commission investigated

the anthracite rate structure, and fixed a new rate that for

prepared sizes to tidewater points at New York City was 15

cents per ton lower than the previously existing rates. The
Commission discussed the subject very thoroughly, but in

arriving at a conclusion announced no specific reason or

process of reasoning except to say, “Upon consideration of

all the facts and circumstances disclosed by the record we
are of the opinion and find ...” (see 35 I. C. C. 285).

However, from the subjects discussed by the Commission
in connection with this case it is evident that the factors

entering chiefly into its considerations were as follows:

(a) A comparison of the net revenues derived from
the haulage of anthracite, bituminous and other

commodities.

(b) The financial condition of the carriers.

(c) The actual operating cost of transporting anthracite.

These three factors, and their relationships at the present
time, are discussed below in the order named.

(a) A comparison of the Net Revenues Derived from
the Haulage of Anthracite, Bituminous and
( fiber Commodities.



In January, 1922 (in the Reduced Rates Case), Mr. W. J.

Thompson, of the Anthracite Coal Operators’ Association,

representing the individual or non-railroad-affiliated coal

companies, producing approximately one-fourth of the total

production of anthracite, appeared before the Interstate

Commerce Commission and advocated a reduction in an-

thracite freight rates. He urged upon the Commission (rec-

ord, page 1914)

:

“.
. . not only a horizontal reduction in rates on an-

thracite along with other commodities, because an-

thracite rates impose an unjust and unreasonable
burden on consumers of domestic sizes, principally

householders, but also a decrease in the differential

which exists between the per ton mile rate on anthra-
cite and bituminous, the per ton mile rate on anthra-
cite being much higher than the rate on bituminous
similarly handled.”

Mr. Thompson testified (p. 1922-3) that whereas the

differential per ton mile between the anthracite and bit-

uminous rates was approximately four mills prior to 1915,

vet the effect of the percentage increases granted since 1915

has been to widen Ibis differential to nine mills. Mr. Thomp-

son further claimed (p. 1920-1) that the carriage of anthra-

cite is more profitable to the railroads than is bituminous

as it involves less switching service, is concentrated to a

greater traffic density, and (p. 1927) flows far more reg-

ularly throughout the year.

These contentions of Mr. Thompson are directly opposite

to the arguments advanced at various times by represent-

atives of the anthracite carriers. For instance the Interstate

Commerce Commission in the Meeker case (21 I. C. C. 150)

summed up the case of the Lehigh Valley in this respect as

follows:

“In so far as the comparison with bituminous rates

is concerned the defendant calls attention to the fact

that bituminous rates are generally less than anthra-

cite rates, due in part to the difference in value of



the two kinds of coal, and that there are dissimilari-

ties in connection with the carriage and shipment of

bituminous and anthracite coal which render the trans-

portation of anthracite coal more expensive. About 95

per cent of the coal shipped from the bituminous re-

gions is run of mine and no such elaborate classification

is necessary in the assembling regions as in the an-

thracite regions. Bituminous coal is not stored at tide-

water and the carriers are therefore relieved of the ex-

pense of building storage bins and of placing the coal

in the bins and removing it therefrom. It is also claimed
that the carriage of bituminous coal involves less

empty car mileage, but upon that point the record is

rather indefinite. At any rate, the conditions relating

to the transportation of anthracite and bituminous coal

have not been shown to be similar to such a degree that

the existence of a lower rate on bituminous would war-
rant a conclusion that a higher rate on anthracite on a

different road is unreasonable.”

* # #

“Defendant contends that the extraordinary ter-

minal expense attributable to the comparatively short

haul on anthracite coal makes any per-ton-per-mile com-
parison improper and misleading.”

* * *

“It is claimed that the limited life of anthracite rail-

roads has an important hearing on the matter of freight

rates, and is therefore a factor to he taken into con-
sideration in connection with the question of ‘fair re-

turn.’
”

As between these opposite contentions, the Interstate

Commerce Commission has decided that the arguments ad-

vanced by Mr. Thompson have greater weight than those

of the anthracite carriers, although a comparison of car-

mile, train-mile, and ton-mile statistics has “limitations”.

In 35 I. C. C. 260-1 the Commission stated that:

“In these various comparisons of revenue per car-

mile, per train-mile and per ton-mile, we are conscious
of their limitations. The average distance all commodi-
ties are hauled on the line of one carrier is not repre-
sentative of the actual distance specific conunodi-
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ties included in that average are hauled because of the

interline transportation of' many commodities, and the

total distance hauled is a very important factor in rate

making. These carriers with few exceptions are the

principal arteries of commerce to the largest city on
this continent, and their freight traffic is therefore

largely interline.

“There is also a wide variation in the cost of trans-

porting different classes of traffic and in the cost of

facilities required to handle the different classes of

traffic.

“Anthracite coal is a low-grade commodity which
is transported in vast quantities in trains of maximum
tonnage. The tonnage loaded in each car is much
greater than is attained in the loading of most other

classes of traffic excepting bituminous coal and ore.

Most of the anthracite tonnage is produced from col-

lieries whose daily production, measured in carloads,

is very large. These conditions tend toward lower oper-

ating costs in transporting this commodity than re-

sult from the transportation of most other commodi-
ties.”

The comparisons to which the Commission thus referred

are as follows:

The revenue per loaded car-mile on anthracite coal

transported from the mines to tidewater and to Buf-
falo in the month of November, 1912, was:

Route and destination

TO TIDEWATER

Pennsylvania R. R. and Northern Cen-

tral Ry. : South Amboy
New York, Ontario & Western : Wee-
hawken

Reading : Port Reading
Erie Lines : Weehawken and Undercliff

Lackawanna : Hoboken ...

Lehigh Valley : Perth Amboy

Jersey Central : Port Johnston and Eliz-

abethport

.Revenue per loaded ear-mile-

On sizes smaller
Average On than Average
haul prepared buckwheat on all

sizes No. 1 sizes

Miles Cents Cents Cents

221.43 26.4 21.7 23.07

209 25.9 18.6 23.86

185.7 28.4 20.1 25.70

169.9 39.6 28.5 31.64

147 J40.9
/ 34.41

29.2 |

25.41 1|

32.86

157
(39.1

J35.32

27.7
1

27.721
> 34.94

41.05

Coal Co.

supra.

140.58 43.8 31.1

1. At rates established as a result of the Commission’s decision in Marian
ease, supra.

2 . At rates established as a result of the Commission’s decision in Meeker case,



loaded ear-mile
Route and destination On On

A veragre prepared smaller
TO BUFFALO haul sizes sizes

Miles Cents Cents

Reading and New York Central 397 17 15

Pennsylvania and Northern Central 311 22 20
Lackawanna 276 26 23
Delaware and Hudson via Erie 296 25 22
Erie 296 26 22
Lehigh Valley (for local delivery, Ohio and Michigan

points ) 301 25 22
Lehigh Valley (for Chicago, Peoria, St. Louis, etc.) 301 22 22
Lehigh Valley (for reshipment via lakes) 301 28 25

The remunerative character of the rates on anthra-
cite coal is well illustrated hv a comparison of the fore-

going revenue per loaded car-mile with the revenue
per loaded car-mile on various commodities reported by
69 carriers in the Five Per Cent Case, 31 I. C. C. 351,

416, and with the average revenue per loaded car-mile
earned on all of the freight traffic of 19 carriers for the
year ended June 30, 1913.

Net Revenue on Representative Carload Shipments of
Various Commodities During October, 1913, Averaged, for

69 Carriers, Arranged in Order of Length of Haul.
Average net

Average revenue per

Commodities Carloads haul loaded
car-mile

Miles Cents

Hemlock lumber .. . . 144 59 28

Hides, leather, etc 41 65 24

Brick, stone, etc - 304 66 22

Iron ores. 29,521 87 20
Cement (building) in sacks 3,496 88 22

Pulp wood . . 2,481 90 13

Fruit and vegetables 325 109 16

Oak lumber 64 120 16

Coke . 10,261 122 21

Sand, gravel, etc. . . 57 132 13

Miscellaneous forest products 158 144 12

Plaster, sewer pipe, etc 380 146 14

Pig iron 2,486 147 17

Pine lumber 215 150 14

Corn, shelled, in bulk 1,050 151 11

Wood pulp, etc. 670 151 9
Bituminous coal, run of mine 04,430 159 16

Iron and steel billets, blooms and ingots. . . . 2,437 160 20
Manufactured iron and steel articles ... 5,081 170 19

Paper, etc. 590 181 9
1 lav, in bales 1.348 183 9
Salt, in sacks 1,005 184 11

Sheep 759 186 7

(Continued on next page)
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(Continued)
Lumber, not otherwise specified 3,301 187 13

Steel rails 1,236 190 21

Spruce lumber 17 199 13

Petroleum products, in tank cars 478 210 16
Agricultural implements 229 214 10

Petroleum products, in barrels 443 227 10

Pig lead, spelter, etc. 245 228 11

Feed, in sacks or barrels 637 229 8
Beer and empty bottles 112 249 8
Cotton and tobacco 46 258 7

Packing-house products 1,264 262 11

Wheat, in bulk 535 264 13

Flour (wheat, buckwheat, or rve) 1,376 272 9

Soda ash and bleach 85 273 11

Sugar, in barrels 1,392 307 10

Corn syrup 13 314 6

Oats, in bulk 1.402 335 8

Cattle 2,889 391 6
Dried, smoked, or salted meats 208 416 10

Dressed fresh meats, in refrigerator cars 2,247 419 10

Copper bullion, bar, ingots, pig and slab 676 464 11

Hogs 1,453 475 7

Average freight

revenue per
Carrier Average loaded car-mile

haul all freight

traffic

Miles Cents

N. Y. C. & H. E. R, R. Co 203.52 11.10

B. & 0. E. R. Co 197.53 14.24

R. R, & P. Ry. Co. 163.35 15.96

B. & M. R. R. 106.82 16.56

M. C. R. R, Co 158.46 11.09

P. C
1

., C. & St. L. Ry. Co. 123.51 12.97

C. & A. R. R. Co. 165.51 12.52

1. C. R. R. Co 242.56 11.11

L. & N. R. R. E. Co. 171.00 15.78

Virginian Ry. Co 353.47 15.46

C. & O. Ry. Co 265.94 12.25

N. & W. Rv. Co .
270.81 12.98

Reading 99.59 19.43

I). & II. Co 148.03 17.30

Lac'kaAvanrm 172.23 15.91

Erie i 166.42 12.93

Leliigli Valley 179.57 15.43

Pennsylvania 1 60.02 16.1

1

N. Y., 0. & W. Ry 145.58 18.78



Anthracite coal is hauled in trains that transport the

maximum train tonnage. The large tonnage hauled in the

trains produces high earnings per train-mile. At the pres-

ent effective rates the revenue per train-mile on anthracite

coal transported to tidewater is, for the Jersey Central,

$19.30, for the Lehigh Valley $16.14, and for the Lacka-

wanna, $16.43. These revenues are substantially higher than

average train-mile revenue, as here shown:

A. C. L. R, R. Co

Freight revenue
per train-mile

$2,696

B. &O.R.R, Co.. 3.474

B. & M. R. R. 3.074

B.. R. & P. Ry Co. 3.275

C. & 0. Ry. Co. 3.471

C. & A. R. R. Co. 2.709

C. 1. & S. Rv Co. 2.821

I. C. R. R. Co. 2.347

H. V. Rv. Co. 4.326

M. C. R. R. Co. 3.012

L. & X. R. R. Co. 2.295

X. Y. C. & IT. R. R. R. Co. 3.028

X. & W. Ry. Co 3.242

P., C., C. & St. L. Ry. Co. 2.770

Virginian Ry. Co. 4.567

Eastern district, 1912 3.12891

Southern district, 1912 2.4888S

Western district, 1912 3.17357

United States, 1912 3.02284

1911 2.89548

1910 2.86218

1909 2.76450

1908 2.65307

In comparisons of average car-mile and train-mile reve-

nues the revenue derived by these carriers from the trans-

portation of bituminous coal, being considerably lower than

anthracite revenue, reduces the average of the revenues to

which anthracite coal is compared. With the exception of



the Pennsylvania, and to a limited extent the Erie, the bit-

uminous coal tonnage of these respondents is received from
their connecting lines, and their haul is but part of a long-

interline haul. The average receipts per ton-mile derived

by these respondents and five other carriers from coal traffic

are here shown:
Average receipts Average haul

. Carrier

C, R. R. Co. of N. ,J.

per ton-mile
Antlira- Bitumi-

cite nous

Mills Mills

8.37 5.23

of 1

Anthra-
cite

Miles

111.68

ton

Bitumi-

nous

Miles

49.38

P. & R. Ry. Co 8.82 3.67 105.14 131.18

D., L. & AY. R. R. Co. 7.40 5.80 191.36 66.96

D. & II. Co 7.54 . . . 142.42

L. V. R, R. Co. 7.11 6.03 177.15 158.35

P. R. R. Co. 5.99 4.27 129.57 218.22

N. C. Ry Co. 6.02 3.88 63.05 80.78

Erie Ry. Co. 5.96 212.51

N. Y., 6. & AY. Ry . Co 6.47 4.64 159.80 81.57

N. Y. C. & H. R. 11. R. Co. 4.59 3.63 159.37 212.55

B. & 0. R. R. Co. 5.01 3.97 171.66 206.60

B. R, & P. Ry Co. 4.94 4.15 95.07 176.68

M. C. R. R. Co. 3.80 6.22 184.03 70.31

C., L & S. Ry. Co. 2.84 3.88 93.03 104.18

It will he noted in these comparisons made in 1915 by the

Interstate Commerce Commission that the anthracite rev-

enue on tidewater coal per loaded car mile varied between

25 cents and 44 cents on prepared sizes and from 20 cents

to 31 cents on steam sizes. On Buffalo coal, which has a

longer haul, the rates on prepared sizes varied from 17

cents to 28 cents for prepared sizes and from 15 to 25 cents

for steam sizes. These rates were much higher than the

rates for other commodities of approximately the same haul,

as is seen from the second table above quoted. For hauls

between 140 and 221 miles (the approximate length of the

anthracite tidewater hauls) the rates per car mile on com-

modities other than anthracite were between 7 cents and 21

cents, the maximum being under the minimum rate on pre-
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pared sizes and about the same as t lie minimum rate on

steam sizes. For hauls of around 300 miles (the approxi-

mate length of the anthracite haul to Buffalo) the rates on

other commodities were about one-half the anthracite rates.

When, however, the comparison is made on the train-mile

basis, instead of per car-mile, the difference between anthra-

cite and other commodities is even more apparent, as the

figures show that the average revenue per train mile on an-

thracite transported to tidewater was roughly live times the

average train-mile revenue for all freight carried.

Typical Freight Rates on Bituminous Coal in Cents PER Ton. (2240
Pounds per Ton)

Increase

r Rate
N
1914-

.— Rate—

.

in cents 1922
ehai*gred per ton-mile cents per

From Via To Miles 1914 1922 1914 1922 t on -mile

Meyersdale
District

Meyersdale
B. & 0. Baltimore 215 160 284 0.74 1.32

District B. & 0. Philadelphia 311 160 284 0.51 0.91

Meyersdale
District

Pocahontas
B. & 0. St. George, N. Y. 391 185 309 0.47 0.79

District

New River
N. & W. Lamberts Pt. 386 150 265 0.39 0.69

(Thurmond) C. & 0. Newport News 418i 150 265 0.36 0.63

New River
(Thurmond)

Kanawha
C. & 0. Newport News 381- 150 265 0.39 0.70

(Handley)
Kanawha

c.&o. Newport News 4571 160 275 0.35 0.60

(Handley) c.&o. Newport News 420- 160 275 COo 0.65

Kentucky
Marrowbone

Kentucky
C. & 0. Newport News 636i 180 295 0.28 0.46

Marrowbone c.&o. Newport News 673-’ 180 295 0.27 0.44

Beech Creek N. Y. C. Port Reading- 308 185 309 0.60 1.00

Beech Creek N. Y. C. Port Richmond 229 160 "3-0C
O) 0.70 1.24

Clearfield, Pa. P. R. R. Baltimore
( Canton Pier) 241 160 284 0.66 1.18

Clearfield. Pa. F. R. R. So. Amboy 327 185 309 0.57 0.95
Clearfield, Pa. P. R. R. Philadelphia

( Greenwich

)

261 160 284 0.61 1.06

A verage ( unweighted

)

377 0.485 0.843 0.358

1. Via. Lynchburg-

.

2. Via Gordonsville.

In the Meeker case (21 I. C. C. 129) the Interstate Com-
merce Commission on page 149 presented a table of bitu-

minous rates, including the resulting rates per ton per mile,
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which it deemed could lie used for purposes of comparison

with anthracite rates to tidewater. This table is brought

up to date in part 3 of this report, and a summary of it is

reproduced on page 591.

As compared with these bituminous rates, the following

table gives various typical anthracite rates, the destina-

tions being such as to form a rough weighting when all

the rates in the table are averaged.

Typical Freight Rates on Anthracite Coal in Cents per Ton. (2240

Pounds per Ton). Prepared Sizes
Increase

Rate N
1914-

Rate —,
in cents 1923

charged per ton-mile Cts. per
From Via To Miles 1914 1932 1914 1923 ton-mile

Scranton D. L. & W. Chicago 779 350 567 0.45 0.73

Lykens P. &R. Cleveland 491 275 416 0.56 0.85

Scranton D. L. & W. Buffalo 265 200 328 0.75 1.24

Wilkes-Barre L. V. Buffalo 280 200 328 0.71 1.17

Mahoney P. &R. Providence 334 270 416 0.81 1.24

Nanticoke P. R. R. Baltimore 206 200 328 0.97 1.59

Mahoney P. & R. Boston 378 265 416 0.70 1.10

Lehigh Region C. R. R. N. T. Boston 342 265 416 0.77 1.21

Carbondale N.Y.O.&W. Boston 385 265 416 0.68 1.08

Lykens P. R. R. Bridgeport 290 230 365 0.79 1.26

Mahoney P. &R. Washington 254 200 328 0.79 1.29

Forest City Erie Weehawken 225 1451 239 0.64 1.06

Mahoney P. &R. Wilmington 125 155 276 1.24 2.24

Pottsville P. & R. Port Richmond 114 115 209 1.01 1 .83

Wilkes-Barre C. R.R. N. J. Port Johnson 173 140' 234 0.81 1.35

Scranton D. L. & W. N. Y„ 135th St. 1 45- 200 328 1.38 2.36

Audenried C. R. R. N. J. N. Y„ 133d St. 1593 200 328 1.26 2.06

Average (unweighted) 291 0.842 1.392 0.55

1. Rate fixed by I. C. C. in 1915 (35 ICC 330).
3. Distance and ton-mile rate figured to Hoboken, N. .1.

3. Includes construction mileage lor New York Harbor.

From these two tables it is seen that the complaint of Mr.

Thompson that anthracite rates have increased more than

have bituminous is well founded. The average bituminous

rates have increased from 1914 to 1922 about 3.5 mills per

ton mile, while rates for anthracite hauls of roughly the

same distance have increased about 5.5 mills per ton mile.

(b) The Financial Condition of the Carriers

The Interstate Commerce Commission, in arriving at its

decision regarding anthracite freight rates in 1915, consid-
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ered at length tlie financial condition of the anthracite car-

riers, including the hook costs of property investments, in-

comes, dividends and corporate surplus. The hook costs

were, however, disregarded by the Commission, its finding

being (p. 267):

“The investment shown in the carriers’ statements
does not represent cost of property nor an approximate
figure of cost, so we will dismiss from further considera-
tion the questions as to the cost of the properties to the
operating company or the present owners.”

When the valuations of railroad properties are completed

by the Interstate Commerce Commission, they will take the

place of the book costs that were formerly considered. As
yet, however, the Commission has completed no valuation

of anthracite carriers except in the case of the New York,

Ontario & Western.

As regards the net income, the following table shows the

ratio of net income to capital stock for the year 1914 (cited

by the Interstate Commerce Commission in its report) and
for each succeeding year up to and including the calendar

year 1921:

Ratio of Net Income to Capital Stock Outstanding in Per Cent

r Year Ending
N

June 30 r Year Ending December 31 ^

Carrier 1914 1915 1916 1916 1917 1918 1919 1920 1921

Central R. R. of N. J. 20.86 19.36 21.77 21.50 24.70 13.13 18.55 1027* 77 83
Phil. & Read. Rv. Co. 17.60 15.49 32.38 34.61 20.12 20.15 20.03 26 28 10 21

D. L. & W. R. R. Co. 24.43 25.75 33.85 35.07 36.98 28.66 36.46 33.30 22.34
Lehigh Valiev Rv. Co. 11.97 10.79 13.04 13.25 11.80 8.40 6.18 22 29 16 58
Erie R. R. Co. 0.77 0.54 5.87 3.37 1.03 0.62 2.82 3 03 170
N. Y. S. & W. R. R. Co. 0.91 1.17 1.67 0.84 0.09 0.15* 1.36 1.14* 3 26*
N. Y. O. & W. R. R. Co. 1.14 1.05 1.69 1.45 1.67 1.23 1 55 1.26 1 10
Penn. R. R. 7.29 6.66 10.76 10.49 7.92 8.56 8.65 6.65 5 42
Del. & Hud. Co. 9.72 13.84 14.49 10.57 12.67 12.00 11.67 11.92 12.55

Note: * Indicates deficit.

A glance at the above table shows that the anthracite car-

riers are generally better off in their net incomes than they
were in 1915 when the anthracite rates were reduced by the

Interstate Commerce Commission, in spite of the fact that

the year 1921 was abnormal, with high expenses and a great

falling off in traffic.

On the Central Railroad of New Jersey the net income for
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1921 was greatly increased by very large extra cash divi-

dends paid in that year on shares of the Lehigh & Wilkes-

Barre Coal Company owned by the railroad. A fairer com-

parison would he to apportion some of the net income of

1921 over the prior years in which the coal company earned

and laid aside the surplus out of which these dividends were

paid. This surplus (profit and loss) increased from some

$11,000,000 as of June 30th, 1916, to $27,000,000 as of De-

cember 31st, 1920.

On the Delaware, Lackawanna & Western, where the

ratio of net income to capital stock dropped from 33.30 in

1920 to 22.34 in 1921, there was a 100 per cent stock dividend

which accounts for the drop. The net income received by

the railroad during 1921 amounts, therefore, to 44.68 per

cent of the capital stock as it stood prior to the stock divi-

dend.

Commenting upon the net incomes as they were in 1914,

the Interstate Commerce Commission stated (page 277):

“These figures indicate clearly the exceptionally re-

munerative results of the transportation operations of

the principal initial anthracite carriers. We find further
emphasis on this in considering dividends, the extent
of the additions and betterments charged to income and
profit and loss, and their profit and loss surplus.”

The Commission, accordingly, in their report (page 277),

reproduce a table of dividend rates paid from 1904 to and
including 1913. This table is continued below to include the

year 1 921

:

Dividend Rates Paid on the Capital Stock of the Anthracite Carriers

Year Ending- 1 2 3

Road Number
4 5 6 7 8

June 30, 1904 8 12 7 7 6 8
1905 8 20 18.5 3 7 6 8
1906 8 30 20 4 7 6 8
1907 8 30 20 5 8 7 . 20.5
1908 8 30 20 6 9 6Yz 8
1909 8 25 20 6 9 6 8
1910 12 25 85i 6 9 6 8
1911 12 25 20 8 9 6 8
1912 12 15 55 25 9 6 8
1913 12 15 20 10 9 6 8
1914

. . . 12 20 20 10 9 6 8

(Continued on next page)
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1915

(Continued)

12 12.5 20 10 9 6 3

1916 . 12 15 20 10 9 6 8 1

Dec. 31. 1916 12 IS 20 10 9 6 8 . 1

1917 14 15 22(4 10 2.25 6 8 . 2

1918 12 15 20 10 6.75 6 8

1919 . . . 12 10 20 7.75 9 6 8 1

1920 10 15 20 7 9 6 8 . 1

1921 14 13.5 1212 7 9 4 8 2

Road Number

1—

Cen. R. R. of N. I.

2—

P. & R. Ry. Co.

3—

D. L. & W. R. R. Co.

4

—

Lehigh Valley R. R. Co. (Common Stock).
5

—

D. & H. Co.
6

—

Penn. R. R. Co.
7

—

Erie R. R. Co. (Common Stock).

8—

M. C. Rv. Co.

9—

N. Y. S. & W. R. R. Co.

10—N. Y. O. & W. Ry. Co.

Notes

:

1. Includes 15% stock and 70% dividends.

2. 10% cash on $42,220,550; 100% stock; and 11% cash on $84,441,100.

3. 10% cash on $19,342,500; 40% stock; 4% on $27,079,600; and 4% on
$27,077,150.

Not only have the anthracite carriers maintained at least

as higli dividend rates since the 1915 freight rate fixation as

they did before, but they have managed to add sums to

their surplus accounts that are larger than were similarly

added during the ten years prior to this fixation. The In-

terstate Commerce Commission (on page 277 of its report)

presents a table of net corporate income added to surplus for

the ten years 1904 to 1913. This table is reproduced below,

and to it is added the net income added to surplus for the

eight years 1914 to 1921

:

Aggregate Net Income Added to Surplus

During 10 Years During 8 Years

Carrier 1904-1913 1914-1921

C. R. R. Co. of N. J. $10,043,883 $ 29,418,833

P. & R. Rv. Co 8,022,929 36,625,613

D. L. & W. R. R. Co. 10,355,253 30,992,863

L. V. R. R. Co. 21,828,238 18,493,391

D. & H. Co. 5,791,3811 9.538,033

P. R. R. Co. 9,464,8522 171,785,696

Erie R. R. Co. 23,521,017 22,330,845

N. Y. S. & W. R. R. Co. 572,495 133,8962

N. Y. O. & W. R. R. Co. 212,356 3,132,425

Total (exclusive of P. R. R. Co.) $80,347,552 $150,398,107

1. Figures are for three years, 1911 to 1913.

2. Figures are for four years, 1910 to 1913.

3. Amount subtracted.
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This table shows that the anthracite carriers as a group

have been far more prosperous during the eight years since

the 1915 freight rate fixation than they were during the ten

years prior thereto. Taking them as a whole they were able

to place into their surplus accounts an average of $8,000,000

per year, during the decade 1904-1913, while from 1913 to

1931 the average amounted to $18,800,000 per year, or two

and one-third times as much, ft will be noted that the Penn-

sylvania Railroad is omitted from the total in the above

table. This was done because the greater portion of the in-

creased income on this road came from sources other than

anthracite.

The ratio of corporate surplus to capital stock outstand-

ing is shown in the table below as of June 30th, 1914, and

December 31st, 1921. This ratio increased materially during

the period covered by the table for all the roads except the

New York, Susquehanna & Western, and the Delaware,

Lackawanna & Western. The reason for the decrease in

the ratio on the Lackawanna road is the 100 per cent stock

dividend paid in August, 1921. Based on the amount of

stock outstanding prior to the dividend, the ratio of surplus

to stock on this road in 1921 would have been 284.4 per cent.

The combined average ratio of surplus to capital stock

for all the roads in the table (excluding the Pennsylvania

Railroad) increased from 54.0 per cent in 1914 to 76.5 per

cent in 1921.

Ratio of Total Corporate Surplus to Capital Stock Outstanding

Carrier

June 30, 1914

Per Cent

Dec. 31, 1921

Per Cent

C. R. R. Co. of N. I 124.8 224 2

P. &. R. Rv. Co 58.0 146.9

D. L. & W. R. R. Co 219.0 142.2

1). X 11 . Co 52.9 75.5

P. R. R. Co 26.8 60.0

Erie R. R. Co 24.3 36.3

N. Y. S. & W. R. R. Co. 5.7 5.7

N. Y. O. & W. Rv. Co. 9.4 13.8

Average (excluding P. R. R. Co.) ... 54.0 76.5

In the above tables of financial statistics, it will be noted

that the great prosperity of the anthracite carriers is not



shared by the Erie, the New York, Susquehanna & Western,

or by the New York, Ontario & Western. The Interstate

Commerce Commission notes this fact in its report (35

I. C. C. 271 and 278) and cites as a reason for it, the large

overcapitalization of these less prosperous companies. In

this respect, the situation today is much the same as it was

in 1915 when the Commission made its decision, except that

these less prosperous companies are today in a stronger

position financially than they were in 1914.

The importance of the anthracite traffic to these anthra-

cite carriers is shown by the following table of tonnage

carried which is compiled from the 1921 reports of the

carriers to the Interstate Commerce Commission (the 1913

figures being from 35 I. C. C. 291):

Ratio of Anthracite
Number of Tons
of Anthracite

Total Number
of Tons of

to Total Tonnag;e
Per Cent

Carrier Coal Carrier! All Freight Carried 1921 1913

C. R. R. Co. of N. I. 9.893.130 32,597,273 30.3 31.5

P. & R. Ry. Co. 13,834,398 54,217,309 25.5 24.4

D. L. & W. R. R. Co. 10,713,232 26,457,089 40.5 41.9

Lehigh Valley Rv. Co. 13,028,065 29,236,369 44.6 45.5

ErieY. R. Co. 9,967,727 37,530,205 26.6 25.3

Wilkes-Barre & E. R. R. Co. 274,385 613,697 44.7 80.9

N. Y. S. & W. R. R. Co. 2,735,097 4,627,041 59.1 64.7

N. Y. O. & W. Ry. Co. 3,477,258 5,497,500 63.3 70.2

Pennsylvania R. R. Co.

Northern Cen. Ry. Co. 1

10,124,859 169,41 1 ,664 6.0 7.7

Delaware & Hudson Co.

1. Operated under lease by

13,007,505 25,310,466

the Pennsylvania Railroad Co.

51.4 44.8

(c) The Actual Operating Cost of Transporting

Anthracite

In its 1915 decision the Interstate Commerce Commission

considered at great length the actual operating cost of

transporting anthracite from the coal fields to tidewater,

including collection and terminal services and the return

of the empty cars. The Commission, however, quoted its

own position taken in the case of Louisville & Nashville R.

R. Coal and Coke Rates, 26 I. C. C. 20, 27, as follows:

While cost is an important element in determining
the reasonableness of freight rates, it is not controlling,
and we do not think a reasonable maximum rate is ipso
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facto only such a rate as pays a fixed distributive share
of all operating expenses.

So long as freight is classified this can not be, and the

preservation of that classification calls for the exercise

of “the flexible limit of judgment which belongs to the
power to fix rates”.

In this 1915 case, the examiners of the Commission an-

alyzed the costs in detail and found that the operating cost

(not including any taxes or interest charges) of the Central

Railroad Company of New Jersey was as follows:

Average
Haul

Cost per
Long TonFrom

—

Wyoming Region
Lehigh Region
Upper Lehigh

Tidewater 160

Tidewater 120

Tidewater 140

miles 59.26 cents

miles 44.35 cents

miles 49.04 cents

These figures, according to the Commission, correspond to a

weighted average of 3.3 mills per short ton-mile, which is

the same 3.7 mills per long ton-mile. It is stated in the

report (page 352) that:

The average revenue derived by the Central Railroad
Company of New Jersey for the transportation of an-

thracite coal from the mines to tidewater is 9.54 mills

per ton (2,000 pounds) per mile. It therefore appears
that the carrier’s profit over operating expenses is ap-

proximately 6.2 mills per ton (2,000 pounds) per mile,

or 190 per cent.

A corroboration of these cost figures of the Interstate

Commerce Commission is found in the report of Price,

Waterhouse & Company made to the Pennsylvania State

Railroad Commission. This well known firm of accountants

allocated the costs and found that during the year ending

May 31st, 1913, it cost the Reading Railway 44.698 cents

per ton to transport anthracite from the Schuylkill field to

Philadelphia, and that it cost the Pennsylvania Railroad

Company 61.043 cents by one route and 54.378 cents by an-

other route. So here, as to tidewater points in New York,

the freight rates amounted to about three times the actual

operating costs.
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Since the date (1912) of the cost study made by the ex-

perts of the Interstate Commerce Commission prices and
wage rates have risen. From 1912 to 1921, as shown by table

in part 3 of this report, the freight operating expenses per

ton-mile of the different anthracite carriers have increased

variously from 80 per cent to 176 per cent. The year 1921,

however, was abnormal inasmuch as there was a tremendous

falling off of freight traffic which naturally caused the ton-

mile expenses of that year to appear materially higher than

for the prior and for the succeeding year. Wage rates, also,

in the calendar year 1921 were much higher than for either

1920 or 1922. It will, then, be a high figure to assume that

ton-mile expenses of carrying anthracite have doubled since

1912.

The simple average of the three 1912 costs found by the

Interstate Commerce Commission is about 51 cents from the

coal fields to tidewater, but as more coal is produced from
the Wyoming region than from the others, a weighted av-

erage would be about 53 cents. The Commission established

a freight rate from the coal fields to upper tidewater points

of $1.45, so this left available for fixed charges and profit

the difference, or 92 cents per ton.

Applying those figures to conditions today, the cost has

increased 100 per cent, or to $1.06 per ton, and if the 92

cents left available for charges and profit is added, it would
appear that a fair freight rate today on the same basis as

adopted by the Commission in 1915 would be $1.98 per ton.

As the present rate, however, to these upper tidewater

points is $2.39 per ton, it would seem that a reduction of

41 cents per ton (about 17 per cent) could well be made.

The above, of course, is on the basis of disregarding cost

as a controlling factor per se. In other words, it roughly

attempts to bring up to date the decision of the Commission
made in 1915, and upon which the present rate structure of

anthracite coal is reared. If, on the other hand, cost is taken

as one of the chief factors to be considered, it would be a

generous allowance to add to that cost an approximate 50
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per cent to take care of fixed charges and profit. Such an

allowance would correspond to an operating ratio of 66.7

per cent, which is lower than that on railroads in other sec-

tions of the country. This would fix a present rate on an-

thracite of $1.59 (i. e., a cost of $1.06 plus 50%), which

would call for a reduction of 80 cents per ton from the pres-

ent rate (about 33%> per cent).

Conclusion

Thus from 'every standpoint that is considered by the In-

terstate Commerce Commission in 1915 in its freight rate

fixation (35 I. C. C. 220), the present freight rate on anthra-

cite coal is too high. The Commission pointed out that it

was cheaper to haul anthracite than other commodities

and yet the revenue from anthracite was the greater. Since

that date, however, the differentials, for instance, between

anthracite and bituminous per ton mile have increased.

From the standpoint of the financial condition of the car-

riers, it lias been shown that they could stand a material re-

duction in anthracite rates now far better than they could

in 1915; that since 1915 they have prospered more highly

even than they did before 1915, and that in spite of large

stock dividends, and of wasted resources, their total corpo-

rate surplus now stands at a materially higher ratio to the

capital stock than it did in 1915.

From the standpoint of cost of service, even adopting the

results of the Commission’s own determination, it appears

that following the precedent of the 1915 decision there

should be an immediate reduction of 17 per cent, while if

cost is considered as in any way a controlling factor, the

resulting reduction would amount to 33% per cent.
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POSSIBILITIES OF INCREASED USE OF
ANTHRACITE BY ANTHRACITE RAILROADS

AND EFFECT UPON PRODUCTION
AND EMPLOYMENT

Effect on Operating- Costs

The quantity of anthracite used by the railroads is but a

fraction of their total fuel requirements. As a matter of

fact anthracite has practically disappeared from the tenders

of American railroads. A few years ago, the Lehigh Valley

Railroad, which traverses the anthracite-producing region,

used that grade of fuel exclusively; it was advertised as

“The Road of Anthracite”. Today, however, bituminous

coal is usurping the place of the fuel thus advertised. A
few switching locomotives still use anthracite in order that

the rigid requirements of smoke regulation in some com-

munities may be met, but the bulk of the anthracite now
used by the railroads is consumed in passenger stations and

office buildings.

A study of the possibilities of the use of anthracite for

fuel by the steam locomotives operated by the railroads

serving the anthracite fields of Pennsylvania reveals some

very interesting facts with respect to the savings these car-

riers could have made by the use of anthracite instead of

bituminous coal for fuel, as well as the general effect of

such use upon production and employment in the anthracite

industry.

The railroads included in the study are; the Delaware &
Hudson Railroad Corporation; the Delaware, Lackawanna
& Western Railroad; the Erie Railroad (including the Chi-

cago & Erie); the Lehigh & Hudson River Railway; the Le-

high Valley Railroad; the Lehigh & New England Railway;

the New York, Ontario & Western Railroad; the New York,

Susquehanna & Western Railroad, and the Reading Com-
pany.
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During' the ten-year period 1926 to 1935, inclusive, these

nine railroads, in operating their steam locomotives, con-

sumed 68,490,752 net tons of bituminous coal, or an average

of 6,849,075 net tons per year, while the anthracite thus

consumed during this same period aggregated only 8,981,-

626 net tons, representing a yearly average of 898,163 net

tons. Thus, it is seen that only 11 per cent of the total fuel

consumed by the steam locomotives of these carriers con-

sisted of anthracite between the years 1926 and 1935. More-

over, they followed the practice of using bituminous coal

for fuel in spite of the fact that, with possibly one excep-

tion (the Delaware & Hudson Railroad Corporation), they

were required to pay much higher rates per net ton for bi-

tuminous coal than for anthracite. An examination of the

basic tables in the appendix shows the relative cost of an-

thracite and bituminous coal used as fuel by these carriers

in operating their steam locomotives.

The possible savings eight of these nine anthracite line

carriers could have made by using anthracite instead of

bituminous coal for fuel are shown in detail, by years, in

the table entitled “Differences in Costs of Anthracite and

Bituminous Coal for Railroad Locomotive Fuel, Eight An-

thracite Railroads”, in the appendix of this report. The

Lehigh Valley Railroad is omitted, as its consumption of

anthracite for steam locomotive fuel during the years 1926

to 1935 was negligible.

Briefly summarized, these data are as follows:

Possible Savings Eight Anthracite Carriers Could Have
Made by Using Anthracite Instead op Bituminous Coal

for Fuel
Annual Average, 1926-1935

Possible Savings

Name of Railroad per Year

New York, Susquehanna & Western $ 141,573

Reading Company 1,560,003

Lehigh & Hudson River 70,578

Lehigh & New England 73,336

(Continued on next page)
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Delaware & Hudson R. R. Corp.
Erie Railroad (Incl. Chgo. & Erie)

New York, Ontario & Western
Delaware, Lackawanna & Western

Total

Indicates loss.

The averages shown in the preceding summary table, and

in the detailed appendix table referred to, were computed
by applying the actual cost of anthracite per net ton each

year to the total amount of bituminous coal consumed by
each railroad during the year. The amounts in each in-

stance were then subtracted from the actual aggregate cost

of the bituminous coal consumed, the results being the pos-

sible savings from the substitution of anthracite for bi-

tuminous coal as fuel for locomotives.

This computation indicates that the total possible annual

savings resulting from the substitution of anthracite for

bituminous coal by these eight carriers during the ten-year

period, 1926-1935, aggregates $2,449,365. For the ten-vear

period the total possible savings would have approximated

The number of man-hours lost to the anthracite industry

because of the use of bituminous coal for fuel by the nine

railroads serving the anthracite coal fields of Pennsylvania

man-hours. The annual average for the period totaled 23,-

849,012 man-hours. These figures were determined by di-

viding the net tons of bituminous coal consumed by the

nine carriers in each year by the net tons of anthracite

coal produced per man per hour during each respective

year.

These same figures have been converted to man-davs, on

the basis of an 8-liour day, in the following statement cov-

ering the same ten-year period.

Effect on Production and Employment



Man-Days Anthracite Industry Lost Due to the Use of

Bituminous Coal, and Men Displaced for Same Reason

Annual Average, 1926 -19-35

Man-days Lost
Name of Carrier per Year

Delaware & Hudson R. R. Corp. 147,760

Delaware, Lackawanna & Western R. R. 591,477

Erie R. R. (Inch Chicago & Erie) 930,934

Lehigh & Hudson River Railway 22,939

Lehigh & New England Railway 27,786

Lehigh Valley Railroad '

564,887

New York, Ontario & Western R. R. 115,801

New York, Susquehanna & Western R. R. 34,964

Reading Company 544,579

Total 2,981,127

Average number of days worked per year, 1926-1935 = 204.

14,613 men displaced in anthracite industry by the use of

bituminous coal as fuel (i. e., 2,981,127 man-days di-

vided by 204).

As shown in this table, during the ten years 1926-1935,

inclusive, these nine carriers through the use of bituminous

coal for locomotive fuel theoretically displaced more than

29,811,270 man-days in the anthracite industry, or an annual

average during the period of 2,981,127 man-days. Accord-

ing to official statistics published by the United States

Bureau of Mines, the average number of days worked per

year by anthracite miners during the ten-year period be-

tween 1926-1935 was 204 days. Therefore, by dividing the

2,981,127 man-days, or the annual average displaced each

year during the ten years, by 204, which represents the

average number of days worked per year by anthracite

miners in the same period, it will he seen that 14,613 men
were displaced in the anthracite industry each year by the

fact that these nine anthracite railroads resorted to the

practice of using bituminous coal instead of anthracite for

fuel.



Anthracite Traffic of Anthracite Railroads

An examination of the operating revenues and traffic

hauled by the anthracite-carrying railroads, according to

official reports filed with the Interstate Commerce Commis-

sion during the calendar year ended December 31, 193(1,

shows that the major portion of their revenues and ton-

nage came from the movement of anthracite coal.

During that year the Delaware & Hudson Railroad Cor-

poration reported total operating revenues aggregating

$25,359,955, of which 32.36 per cent was derived from an-

thracite traffic. Considerably more than a third of the

freight revenue of this carrier during the same year came

from the movement of anthracite, which represented more

than 46 per cent of the total tonnage hauled.

More than 67 per cent of the total freight revenue of the

New York, Ontario & Western came from anthracite ship-

ments, while 71.37 per cent of the total tonnage it hauled

during the year 1936 was represented by tins commodity.

Over 48 per cent of the freight revenue reported by the

Lehigh & New England Railroad in 1936 was assignable to

anthracite shipments and nearly 45 per cent of its total

tonnage was anthracite.

The relationship of anthracite revenue to the total op-

erating revenue reported by the New York, Susquehanna &
Western during 1936 was 42.80 per cent, while approxi-

mately 59 per cent of the railroad’s total tonnage in that

same year consisted of anthracite.

A study of the tables which immediately follow will dis-

close a similar situation with respect to operating revenues

and traffic handled by the Lehigh Valley Railroad, the Dela-

ware, Lackawanna & Western Railroad, the Lehigh & Hud-
son River Railway, the Reading Company, and the Erie

Railroad.
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Delaware & Hudson Company
Year Ended
December 31,

Item 1936

Total operating revenues $25,359,955

Net income Def. 926,695
Total freight revenue 23,122,940

Revenue from anthracite traffic 8,208,041

Total revenue tonnage hauled 19,409,946

Net tons anthracite hauled 8,967,923

Percentages

:

Anthracite revenue to freight revenue 35.50%
Anthracite revenue to total operating revenue 32.36

Anthracite tonnage to total tonnage 46.20

New York, Ontario & Western Railway
Year Ended
December 31,

Item 1936

Total operating revenues $ 8,705,934

Net income Def. 330,843

Total freight revenue 7,625,187

Revenue from anthracite traffic 5,138,292

Total revenue tonnage hauled 8,539,855

Net tons anthracite hauled 6,094,612

Percentages:
Anthracite revenue to freight revenue 67.39%
Anthracite revenue to total operating revenue 59.02

Anthracite tonnage to total tonnage 71.37

Lehigh & New England Railroad

Year Ended
December 31,

Item 1936

Total operating revenues $ 3,962,591

Net income 397,860

Total freight revenue 3,928,203

Revenue from anthracite traffic 1,892,019

Total revenue tonnage hauled 6,570,436

Net tons anthracite hauled 2,940,264

Percentages

:

Anthracite revenue to total freight revenue 48.17%
Anthracite revenue to total operating revenue 47.75

Anthracite tonnage to total tonnage 44.73

610



New York. Susquehanna & Western "Railroad

Year Ended
December 31,

Item 1936

Total operating revenues $ 3,451,959

Net Income Def. 400,732

Total freight revenue 3,018,538

Revenue from anthracite traffic 1,292,226

Total revenue tonnage hauled 4,491,812

Net tons anthracite hauled 2,641,485

Percentages

:

Anthracite revenue to total freight revenue 42.80%
Anthracite revenue to total operating revenue 37.43

Anthracite tonnage to total tonnage 58.81

Lehigh Valley Railroad

Year Ended
December 31,

Item 1936

Total operating revenues $49,156,379

Net income 1,323,825

Total freight revenue 43,276,066

Revenue from anthracite traffic 16,064,647

Total revenue tonnage hauled 22,163,476

Net tons anthracite hauled 9,663,417

Percentages

:

Anthracite revenue to freight revenue 37.12%
Anthracite revenue to total operating revenue 32.68

Anthracite tonnage to total tonnage 43.60

Delaware, Lackawanna & Western Railroad

Year Ended
December 31,

Item 1936

Total operating revenues $49,728,116
Net income Def. 132,847
Total freight revenue 36,989,662
Revenue from anthracite traffic 10,419,507
Total revenue tonnage hauled 21,307,721
Net tons anthracite hauled 6,570,609
Percentages

:

Anthracite revenue to freight revenue 28.16%
Anthracite revenue to total operating revenue 20.95
Anthracite tonnage to total tonnage 30.83
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Lehigh & Hudson River Railway

I tem

Year Ended
December 31,

1936

Total operating revenues $ 1,566,897

Net income 223,492

Total freight revenue 1,556,551

Revenue from anthracite traffic 342,509

Total revenue tonnage hauled 3,036,108

Net tons anthracite hauled 687,499

Percentages

:

Anthracite revenue to freight revenue 22.00%
Anthracite revenue to total operating revenue 21.85

Anthracite tonnage to total tonnage 22.64

Reading Company

Item

Year Ended
December 31,

1936

Total operating revenues $59,291,758

Net income 6,515,071

Total freight revenue 52,849,846

Revenue from anthracite traffic 16,336,801

Total revenue tonnage hauled 52,493,387

Net tons anthracite hauled 19,592,936

Percentages

:

Anthracite revenue to total freight revenue 30.91%
Anthracite revenue to total operating revenue 27.55

Anthracite tonnage to total tonnage 07 90ol.oZ

Erie Railroad
(Including Chicago & Erie)

Item

Year Ended
December 31,

1936

Total operating revenue $85,005,111

Net income 2,195,014

Total freight revenue 73,268,489

Revenue from anthracite traffic 7,105,896

Total revenue tonnage hauled 36,118,449

Net tons anthracite hauled 5,967,488

Percentages

:

Anthracite revenue to freight revenue 9.70%
Anthracite revenue to total operating revenue 8.36

Anthracite tonnage to total tonnage 1 6.52



Summarizing- the Facts

By summarizing- the foregoing facts it is found that had

these anthracite carriers resorted entirely to the use of an-

thracite coal as fuel for their steam locomotives, they could

have made an annual saving in their operating expenses of

$2,981,127 during the ten-year period from 1926 to 1935, in-

clusive.

By following the practice of using large quantities of bi-

tuminous coal for locomotive fuel they have indirectly been

responsible for a curtailment of production in the anthra-

cite coal industry, and at the same time have theoretically

displaced 14,613 men in that industry each year between

1926 and 1935.

These railroads have continued the practice of using huge

quantities of bituminous coal for fuel in spite of the fact

that anthracite is more readily available at decidedly lower

prices per net ton.

At the same time their official reports iiled annually with

the Interstate Commerce Commission show that the major

portion of their operating revenues and traffic is derived

from anthracite coal shipments.

Official Comments on Comparative Value of Anthracite and

Bituminous Coal for Locomotive Fuel

Officials at both the U. S. Bureau of Standards and the

U. S. Bureau of Mines state that they have never made any

official tests of the comparative quality of anthracite and bi-

tuminous coal for steam locomotive fuel, however, authori-

tative comments from reputable private sources concerning

their comparative value for the purpose are:

Eugene McAuliffe, President of the Union Pacific Com-
pany and Washington Union Coal Company, in a publica-

tion entitled, “Railway Fuel”, says in part:

“In classifying various coals the U. S. Geological
Survey has tentatively accepted the basis of ‘rank’
originally established by the Second Geological Sur-
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vey of Pennsylvania, which, in substance, was based
on a fuel ratio (the quotient of the fixed carbon divided

by the volatile matter of the proximate analysis). The
ranks so established were as follows:

Fuel Ratio

Anthracite 100 to 12

Semianthracite 12 to 8

Semibituminous 8 to 5

Bituminous 5 to 0
# # # * * * * # *

“The term bituminous as generally understood, is ap-

plied to a group of coals having a maximum fuel ratio

of about 3, and hence is a kind of coal in which the

volatile matter and the fixed carbon are nearly equal.”

# • # * * * * * * #

“It may be inferred that the heat value of the coal

depends directly upon the amount of fixed carbon it

contains, but this is not true, for the heat value of pure
carbon is only 14,580 British thermal units, whereas
semibituminous coal from the Windber district of Penn-
sylvania has a heat value of 15,480 British thermal
units. Coal derives its heat mainly from two elements,

carbon and hydrogen, the carbon having a heat value

of 14,580 British thermal units, and the hydrogen a heat

value of 62,000 British thermal units. The greater heat-

ing power of the low-rank coals contain a considerable

quantity of available hydrogen, which when burned
produces a much greater heat than the same weight
of carbon.”

In the “Coal Catalog”, Keystone Consolidated Publish-

ing Company, Pittsburgh, Pa., 1026, page 32, Mr. E. N. Zern

mining engineer presents the qualifications of a coal for

locomotive fuel in the following words:

“Almost all kinds of fuel—liquid and solid—have
been, and still are, used by the railroads for the gen-

eration of steam. To a considerable extent this is due
to the practice of transportation companies buying coal

from the various mining companies along the route
of travel, the result being that coal varying in compo-
sition and in grades of preparation are made to serve.

“Factors which determine largely the most efficient

type of coal for locomotive service are the type of lo-
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comotive, kind of service, design of grate and fire-box,

intensity of draft, grades encountered and loads hauled.

“Certain types of locomotives will demand certain

kinds of fuel; one type, for example, will show greater

economy with gas coals, while another type will re-

spond better with splint coals. Many eastern roads
burn anthracite in the smallest grates with a percentage
of small coal intermixed. Where hard coal is used the

grate must be made large owing to the relatively slow
rate at which anthracite coal gives off heat.

“Necessarily the fire-box of a locomotive is re-

stricted and small as compared with the capacity of

the boiler, therefore the coal buined per square foot

of grate area per hour is much larger than is required
in ordinary stationary practice. This requires a quick-
burning fuel—that is, one in which the gaseous matter
is readily evolved from the coal, a characteristic found
in those having a high volatile content, which, it has
been observed, I i berate about one-third of their total

heat within two minutes after firing, the remaining
coke maintaining a constant temperature by its prac-
tically uniform rate of combustion. It is true, of course,

that with the use of high volatile coals there is a con-
siderable waste in the form of unburnt gases, and there
is less efficiency and more smoke than with anthracite.

“Another peculiarity of locomotive service is that
the draft is stronger than in ordinary steam practice.

To resist the lifting effect of the inrushing air, whereby
the fine coal is carried unconsumed through the tubing
and on out the boiler stack, entailing the loss of so
much fuel, there is required a coal which has sufficient

coke quality to coalesce the small coal into a solid mass
of sufficient size to stay in place. It is in this respect
that semibituminous coals may fail to meet the require-
ments of heavy locomotive service, although, it is well
known, they are unsurpassed for steam purposes. These
coals in kilning produce about two-thirds of the slack
sizes, and as they are not as strongly coking in the fire-

box as the highly volatiles, a considerable portion of
the fine coal is blown away. Where much smoke is ob-
jectionable, as in the case of well-advertised fast trains,

or prohibited by smoke laws, as in city districts, an-
thracite or the so-called smokeless coals are the ideal
fuels.
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“Ordinarily, the use of high volatile coals is accom-
panied by much smoke, this depending largely upon the

manner of tiring, the condition of the locomotive, and
the size of the coal. Three-quarter-inch gas coals in

many cases are used with very satisfactory results and
almost smokeless combustion. Considerable discussion

has ensued on the best sizes of coal. Most authorities

agree that the ideal fuel for hand fired locomotives

would be one with lumps of a maximum size of from
three to five inches, which would allow the fireman to

shovel without taking his time to break lumps; and
of a minimum size of about y2 inch, which would les-

sen losses through the grates and prevent the draft

drawing the fine fuel out of the stack. It is sometimes
stated that for best results the size of lump coal should
be restricted to a three-inch cube, the reasons being
given, first, that lumps of this smaller size have more
surface exposed to the air, weight for weight, than is

the case with the larger lumps, and second, the air

has a freer passage than with the smaller sizes, and
therefore, a more rapid combustion takes places, serv-

ing to meet rapidly the maximum variation in the de-

mands for steam.

“It is to be understood that slack is objectionable,

but there should not be more than 30 per cent fine coal

under 1 inch. Coking coals can stand more slack than
non-coking coals, as the former fuse together and resist

being blown out of the tubes. Automatic stokers have
been successfully introduced for the burning of lower
priced screenings.

“From the standpoint of absolute efficiency a num-
ber of railroad tests made with run-of-mine versus vari-

ous sized coals do not show conclusively that it is

cheaper to use a closely sized fuel for the work.

“While high ash coal is not especially desirable for

locomotive fuel it can be and is used with very satis-

factory results, due to the readiness with which the

ashes can he removed from the firebox as well as the

increased grate surface with which locomotives of re-

cent design are provided. Bony coal, slate and rask are

the usual forms of impurities; the first two are pro-

ductive of clinkers; the latter fill up the fire-box. For



locomotive fuel sulphur in coal need he given no se-

rious consideration.

“In concluding this discussion, it may he stated that

the ultimate test for locomotive purposes is a trial un-

der the actual conditions of service."



Appendix Table

The nine tables which follow are the basis for all the

facts and figures that have been presented in this chapter.

They were compiled from the official reports of the several

carriers to the Interstate Commerce Commission.

It is felt that these tables are self-explanatory, however,

it might be well to offer some brief comment on the opera-

tions involved.

Column 1, in each table is the net tons of bituminous coal

consumed by the steam locomotives of the railroad indi-

cated.

Column 2, is the net tons of anthracite coal produced per

man-hour in the anthracite industry during the period

specified.

Column 3, is a computed figure, and is arrived at by divid-

ing the net tons of bituminous coal consumed each year by

the net tons of anthracite coal produced per man-hour for

the same period, the result being the number of man-hours

displaced in the anthracite industry because of the use of

the amounts of bituminous coal shown in Column 1 for fuel

instead of anthracite.

Column 4, shows the actual number of net tons of anthra-

cite coal used for locomotive fuel during each year.

Column 5, is again the net tons of anthracite coal pro-

duced per man-hour in the anthracite industry during the

period specified.

Column 6, is a computed figure and is arrived at by divid-

ing the net tons of anthracite coal actually consumed each

year by the net tons of anthracite coal produced per man-

hour for the same period, the result being the number of

man-hours actually created in the anthracite industry lie-

cause of the use of the amounts of anthracite coal for- fuel

shown in Column 4.

Column 7, states the average cost per net ton of bit-

uminous coal used for fuel for the year indicated while

Column 8, shows the average cost of anthracite coal per

net ton.
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Column 9, is a computed figure and is arrived at by tak-

ing the net tons of bituminous coal consumed and multi-

plying it by the average cost of anthracite coal per net ton.

The result each year being what the bituminous coal ac-

tually consumed would have cost the carrier at the price it

paid per net ton for anthracite coal.

Column 10, reports the aggregate cost of the bituminous

coal consumed each year at average cost per net ton paid

by the carrier.

Column 11, is arrived at in each instance by subtracting

the aggregate cost of bituminous coal (which was deter-

mined bv applying the average price paid for anthracite

per net ton), from the actual aggregate cost of bituminous

coal consumed, the result being the possible savings in dol-

lars due to the substitution of anthracite for bituminous

coal for locomotive fuel.
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Total, Ten

Years

13,583,609

.28707

47,318,149

1,328,968

.27789

4.782,309

$3,168

$2,913

$39,563,244

$43,036,268

$

3,473,024

Annual

Average

.

.

.
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4,731,815

132,897

.27789

478,231

$3,168

$2,913
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3.956,324

$

4,303,627

$

347,303
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Ten

Years.

798,842

.28559

2,797,105

4,494

.26197

17,154

$4,490

$2,719

$

2,171,870

$

3,587,595

$

1,415,725

Annual

Average

.

..

79,884

.28559

279,711

449

.26197

1,715

$4,490

$2,719

$

217,187

$

358,760

$

141,573

*

Loss.

f

Prices

are

assumed
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be

equivalent

to

those

paid

by
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&
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Years

12,491,464

.28672

43,566,345

3,360,931

.28233

11,904,283

$3.12

$1.87

$23,405,060

$39,005,091

$15,600,031

Annual

Average
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$3.12

$1.87
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$
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1,560,003



Q G G 0)
*- G q VO vo Tf co to On *—

H

CO 00
<

,02

O o r-H CM OO On CO OO 00 1^

g
72
he

<4-1

he
•h*

g
d

i VO*' r>»*

co
to" oo"

CO

O
ON
rC

to
co"

O
r<

On
Tf" -1-

cf
On"

ON

*-2 7) 05 1^ 00 00 to (X) d to

O 72 G -d
II

lO o »o 00 to 04 O. M" CO CO CO

Oh fc X
7)

P
d m rH (NJ cm' vO VO vo to M- cb CM* Cl cO

Cl
Cl

w Cd
o o

<4-4
no

u S
$3

72
•g 00

CO lO M- 00
I-X

CM
to Ri g GOO 8 o

<
X a o

o
G s

o
CO

o
ON co"

VO,
to"

cq,

vo"

CO,

cf
CM
ON On"

Tf vq,

Cx"

rf
Cl"

Cl
On

X a;
to s o rvj T—

4

ON 00 co to 00 CO On
H 'w O u 00^ cq in IN*, M" -ct to Cl
& be O -r-< o lO LTj »o to rj- CO cm" CM cb CO* Cl

<3 « M*
no

H 72
02
o 0)

*H vO CVJ 00 , CO M- o VO cf
5C 1^ »—

<

»—

H

CM O CO CM Cl 1^. On

w
S °
0; hh
:_ C/5 c

d Ph

02

be

d X
rH

VO,

CO

CO

oo"

o
$ vo"

00

cO
cm"
vO

OO
cm" vO"

LO

•cf

On"

>q
co"
CM

On

rf
rf
On

O d c
II

CM vO o o 00 06 CM O »-H ON LO
J dd U <v •<J 05 CO co CM CM o 00 VO vO r-H LO vo"

vO
D < no
r—

H

02 On CO to CM CM to vO 00 l-x

w

H f o
An-

o
d Coal X

CO
Tf
ON

M-
CM
CM
CM

CO
to
'Cf

rb

S
to
r>."

7.899

cO

s
r<

CM
CO
CM
rb

vO
to
to
vd

1.016

R 8
in

8
:l -h* no no
d S

U a) i 00 o CO Tt- vo to Cl Cl
o <3

c CM CM 1^ vO vo co CO Cl
hJ o > — d 00 On to VO "ct CM c

l
CO On On

1

O PQ p c . . Tf m CO CM r-H O On On ”-t to Cl Cl
G cb CO cb cO ro co CM Cl CO CO co rb

-H -o i — no no

ftS

05

O f
72 vo -t tJ- 00 VO VO to __— HH *o « O On CO Q d co o Cl

< "ctf o I-
vO, 00 to to On rj- CM vq Cl co

jV "O
<u

C2
d

rG

G
T*

|| ?
vO
vo d to cb

cf
1^

M"
Ox

& _s
>-.

02 0
a
W s CO

c 03

>-3 o > « c d io to to to to to O to to Cl Clu o t- o Cvj CM CM <M CM to O Cl 1^ r-H r—

1

o i—1 Ph G d2 to T—

I

«—

i

r-H vo VO m vo 00 ^-1 r-H

u jofi
'O d w NO On r-H CM CO cc 00

CM CM CM CM CM CM CO co co CO Cl Cl

C/3 &
h4 < 72 dJ S ,—i ON CO *o 00 On >n Cl 00 CO

c 00 CM ? vO CM On Cl ON
o a VO ON CM OI t—

i

00 «—

i

On 00
H

u5

G
o
O

O lb On On oo" o
D
H

K.

Q>

&
CM Cl CO R Cl

m r
72 VO ON ON O o 1^ co 00 CO On

Q O d VO in Tf to CO CVJ O ? o VO ON
£ o •I-

VO —1. 1 CM On Tf •cf Cl cq. On o
-C CM to o tJ"

§8
o On" vo" cm" o" On"

2.

II

ON vO CO -f co 8 On r—
w p, c5

CO O On, On On ON On •—

,

to
H «

c W W vO vd to to "3" cb CM CM co Cl to
M-

''t

< 72

7) c a>

C-.

O

02

LO to »o to to to o R • o to M" Tt
X C t- 43 d ,

Cv] CM CM Cl CM to Cl Cl Cl
07 r—

<

00 i—

<

*-H vO VO to VO 00 vo
^ "S

g £
o C- VO VO I ^

Ri
»— Cl CO 00

& G CM CM CM CM CM cq CO cq cq Cl Cl

pq rn "Cf

83
CO On CO to CO VO -t* ON IO 00

o r- 02 00 O O 1^ d
vo"

VO d
d

(/)
O
H B o

o
vO
cvf

M-
On'

vO

o'
CM
oo"

to
to"

Cl
M-

CM^
co" to"

tq
co’

X
O

,
H w I ^ CO On C CO to 8 CO 8a>

^4

G
O

vq_ vq. VO, to co ON On ON ON

u O Cl"

X C/2

W U
U cd

OJ

be£
9

<L»

w • rH b oj— vo 00
R! Q r-H CM co Tf IO 5 §— d

£
CM CNJ CM ro CO co CO CO CO

d On On On On On On On On On ON h hP* r-H t—

4

T—4 r-H <—

i

t-h r-H c-H

624



Delaware

&

Hudson

2 or. 2

hD p
c .t3

o
0.

2 g
C 5
< «

I

a

CM CO M- M- CO CM CVJ 3 ~t
CM CVJ CM 1^ to to NO y—1

rf CO M- to 0 l *—

<

to O 00 o
CM , to to cf 00 On to to <vi

NO NO to 00 NO CO On lO co CO
CM CM ’

—

1
’

—

1 cvj 1

^ CD
pH

£
d)

to
'C CM § § CVJ rt*

co
to
NO

NO cvj
cvj

cO to
r+

to
CO

<
cd cd

be O
O

03

0J

a -
00

- CO
CO- ON \d

00
00

co

o'
On
ON-

oo
co'

oo_

InT

Cvj

o'
CO
CO

CO
On

HH a> ‘r< o ‘q (VJ ON to to NO o co co On On

H o u
be

to

O
C O c On On o 00 CO o On CM^ CO ON O

£ < be o o o r—< y—> r—

t

r—

<

r—

<

T—

t

o' »—

>

c S o
m- S-

H
-2

It)

<u
o M- CO o ’-f to NO co vQ o

w p "t-c Zj oc CM ON I ^ NO V. CM C NO to -t

be

«4H
o Q

cd
Ph

0)

a X
1

t̂o
ON to co

cm'

o
CO* co'

to
On'

00
co'

NO
co'

cvj_

Mf
t'o
co'w ~

c

c

£ 7d be iH NO CO CO Tt- CO NO to NO CO -
1

-

w
o

bC
be

O
o
s

O
o

ed

p
•5 o

II

NO

(/r

o CM co CVJ Cvj co CO cf

S3-

a> H 5
cd t-.

& g JE

5 ! , 1 -
|

5 g r9

l 5

o o
»—t lO
Tf lO

s
CO
co
C*Sr

o o
CO CM

CM CM CO
00 CM

CO

CO O O O
LO CM •—< to© CO to vp vp
CO co co ro co

OOQOcoi^^coCN
NC - rt *T K t O 'O
-f co —

> © On 00 00 CM to
CO CO co co CM cm’ CM* co «*o

X
CM

00
to

NO
CO
CM

CQ

-
£

I H
a> £
£ Ph

C b
(1) 3
73 2

O' M
w ^

On

NO
00

O CM
CM co

toC
CO-
ON
M"

O

00

CN
r*T
NO

CO
co
CO

NO CM K IO

O 00
On to
On NO CM
co NO co co

CO
CM On In*

rC On no
co NO

— to CO On CO r-4 r—

(

Tt NO
to CM co

§8
NO On CO y—

H

1

- CO i—

i

On ON NO O
, tC CO t—r to InT CO- co' no' co'

II

to o e^i o NO CO 00 o O
o. o CM^ o CO to o CVJ

CM
CVJ CM CVJ CM

to to to to to to o s to to
.—

.

CM cvj CM CM CVJ to (M
«o 0C; f—i y—< NO NO to NO 00

NO 4 ON y—i Csj y—1 CO
CM CVJ CM CM CM CN| co c^; co c<;

S CO co NO On , o
'Tf -t to O On CM -t cvj NO— NO co to O r—1 00 CO to CO

'Cf 00 NO CVJ to' NO o
1^ oc; 00 00 1

—
< O O ON

NO to to CO •—1 *—1

to

o
oT
rt-
00
cm'

to
to
to

cm

00
I o

o
CM
CO

-tX
CM

tr>
to
to

CM

On
toO
M-
to
co

NO

©
<m'
00

£

U

2 ^ A s*

£

to to to
CM

NO _
CM CM

cvj

00 —

'

*

co
CM
NO~

to to to
CM CM CM— NO NO

On
CM CM CVJ

o o

00 NO
to CVJo o

NO
00 CVJ

CM CO

CM OnO On
00. On
cvf i>T

CM co

CM —
CM i—

<

00 CM

to
CM
NO

to

CO

On— NO
tO

rf to NO O co
to to 00
Tf co CO co co

NO
CO

O
CM

m
00

o
/:

o
CM

On
toO
00

o

—

<

d
CO
aJ

Uh * NO 1^ 00 On O CM co to
—

i

CVJ CM CVJ Cvj co CO CO co CO CO
S~\ O On On On On On On ON On On On

r-i t-H i—

<

1 ’—h ’—

'

’—

'

’—

'

625

-*-* <v

< <



C/3 9 9
03

93

On 10
*

to VO CO O to vO 0 RO •g On CO s
r>T

CM VO Ol rx lx co O
9

93

bn
4H
bo

O <5

h 'l

vq^

Cvf

°o to
oT

vq
to

CM
vo"

to
OO"

(N
l 0 00

to
VO

a
00
CVJ

O 9 ,S a CNl to •—I to O O 00 CO
c/ >

03 9
11

K r^j CM_ to vo CO ON 00 co

pi
Ph C/3

93
-

9
CD

<
o

5
©

T_' CM

yr yt
W SH

H ON 0 On to 0 O O vO $
lx^

to"

M*
O
< 1*

1

o
o

9

0
”9*

a.
<0

CM
CO
oT

vO
ixT

IN,

co"

1^
CO

O"

CM
VO
O"

ON
vo"
%
lx

1
On

M*
On
co"

£
H o

<

i
03

o
S o
o 93

9
iH LO

rx
00
00 « to

H CM to
IX

CVI0 CM
On

CO
CM

CM
CM

C/3

bn o -t-i O In t>T vO vo' to" Tf* CC3 04 co CVI to

< < 3 U
yr

to
y? yr

(9
13

03 4— 4— 4—
>.

ffi
i

93

§8
Tf
ON

M"
to oi O CO

CO § IX
CO

CM 3 13

w
£ b 15

3
03

col X
to

00
00
00

"
CM^

to" On"
q
vo" On" 00

"
co'

On
On"

CO
o'

O.
13

r/i bn »H 00 >0 i-H T— S
M*"

CM to VO CO r-H ON 13

W
D

bn o
bn O
<

-*n

s

O
O <d

>
<

«+h

C

II

o\
trf VO

CM
ON

tNv

InT

CM^
to"

IM
co"

0
co"
0
co

O
CO

0\

to
00

to*

yr

CU
C/3

13

h rC

W r A o CO

00
1^ 3 to

00
CO s O

On k 8 k <M
CO

CM
CO

H
1

a
o c rt O

o
<^i

CM
CM

Tt*

CO
On
CM’

CO
CM

to
CM

co
CM

0
CM

lx CO Tf
CM

Tt*

CM
O y± y± yr c9

3
u

s

-5

S
93

9
C7\ VO CO to CM to 00 lx lx

O
13

13

—
i

o
13 3 9

Coa
I'* #,

o4
On
CM

s
rvi

M-
C i

CO
CO
CM
R
CM
S
c i

(M
00

CO
CM
CM

00'

01
cvj

?
CM

M"
-t-

(M
13

9
i yr y^ yr s:

r +» 93 _ r'l CVI ON 00 to to 9— —
1© VO S

VO

C<3 CM 01 Tf IX

c5

es

E

-o
13

~o
9
Ou

9 1
C
C

>
'8

c
W

o
,c

S5

S

+
Tt<

II

CO

OO
CO
vO~

to
M-

1—

*

cm"

lx
O"
CM

O
CM* 04-

c/3

9
O

o s 2 9 to to to to to to 0 0 to to 00 02
u o O Ol CM Ml CM to 0 CM lx oO 00

o <d .9 10 00 VO X tN, to vO 00 CM CVI

u W 05 U ' '— VO VO In 1^ CM CO vO vo
9 5 rvi CM CM CM CM CM CO co co CO CM cvi

c/3
-*- & £ g

£> < to Tf- O On <M
8R

00 r-H Vf
9 e\j S CO CO M- lx
O —

-

tx. CM to lx -O
H TH \o ^_r co'

D 03 9
O

Oi co
9

H
-

O O-

p r 13
93 -

—

rr> VO GO VO ON 00 CM o> On lx M" O
Q 1

15

9 04 ON On CO VCN OI 00 lx -*

55
'6

•I-

CM
ro

00
On

CM_

to*

On
00

vO

O
On

R
cq
cf

cq
00

" O
00

O,
to

tx^

M- lx"
1

7 O to CC3 to VO lx 5w E c5
CM O CO VO O ccj ON vq vq O 0/D

H OCJ

O w g o' O On' ON co" vo" M- M- to" to M-
lx

lx’ 9
u

<
OS

^ 93

03 c T3
O)

t- 1
to to to to to to O Q to to S

13
5>

9
ffi C F-l ?-< ,9 CO — CM 1^ CM CM CM CM to O CM lx vq

9 r—

1

00 .—

1

r—

1

VO vr; rx to vO 00 vO
00£

<
a i

3 Z
9: O VO IN, ON ,

—

CM CO CO

£ S 9 CM CVI CM CM CM co CO co CO CM CM

-*-= -*-<

X CM ^0 ON co co O lx On lx Q 130 r* 03 Ov On to CO On to to O On
8.

C/3

- 9 to 10 vO CM VO co On O lx 00
13

H 9 10 ro CO On’ CV| £ R CO CM to IX M-
p $ O In, O CO O y—> M* co _
1 In vO vo CM 00 to 00 lx CO 13

u £ 13 CM cvi cm' CM~ cm"
CM

Cvj*

C/3

13
1355

'-1

C/3 CU
w
L3

55

w

&
<V 13

bp

13

s
c/3 z;

- 2 O
r
—

w
Uc

2 13 hJH— j- VO rx. 00 On O r-H CM CO to
vt3 CM 01 CM O l CO CO CO CO CO CO

q £ On ON On On On On On On On On
>* 1 4 —

'

T-_' ’

—

1 ’

—

1

02b



Q
<
2

X
a
H
Z
<
H
ffi

W
P

H
O

o
o-
H-J

c G CM Q On g
CO

r>. On CO 3
-

© QQ

3 to

©
.2 3

ca

O
c

o
tH 04

vO S3. S.
On
00

,

CO
4^

m
0\

LO On
M-

it G h '§
1 00 in in Tf in lC oo" cm" On" vo"

35 -P
«j >

G ^ rG
P "g

05
II

CM CM On in M" m VO

o ca

P CO X
- CO o

S
C-.

©

II

69-

CM VO \n vo On CO *ct- 00
© c© CO vO ON P- O CO T—

>

CO

*3 3
ii

‘-1

O
0

ca

©
e — O

co"

CO
co"

r—4

cm" m" vo"

'Cf

t>T

-r

rf- On"

OD
InT cm"

© W
s 0 3 — m CO 'G

-
,

—

1 00 m OJ co •cf

<
-
il

fat

III

O
O

p
O

CO co CM CM f-H

1

y~~' r—'

< s P
69^

© © * * * * * *

I©
a © On *o O O. ? i—

<

-

>

3 “ X I'x (M X S
S'

vO CO m
d
it
©

«H

(

O

a

© 3
ca

CU

©
it

ca

G
X
iH

CO^

CM

•cf

tCm
CO
vo"

00

0
m
On" in

vO

vO
vO"
vO

00
" On,

m"

Si O 0 ca G
1!

a
CM CM 04 r—

1

it

<
P
s
P ©

>
69^< O

ca

z
P

c3 —
- ©
© G

-X-

m
’Cf

* *
VO
O
Tt-

494*

*
CO
On
r>.

-X-

g
CO

CM
(VI
00

O
000

O
C
co

O
in
CM

c^i
69-

CO co CM T—l CM* (vi CM*

vOm
00

0
1 ^

O
§§

O
CM
00
S
vp
s
in

0m
-t;

O
Tt

O
CO §

co
69^

co to" co co’ co’ co’ M-

J
<
Qu
tn

P
o
£

P
H
£
Q
2

W
H
C
<
cc

ffi

H
£

U
2

£
W
w

T3
<U

O
U

CKJ

e
g0

"G
J

o
p

•3 ©
> •

§ Iw S

o
04
»n

vO

s
04

«
•I-

ca

©
U “ -g
to G o3 © *‘

2 H
•g © g
§ fc £

s

G
w S

rf 'T

O rCm On
co Ol 04

CM

s
CO ,—

1

OO vO
CM M- 3,

O OO" co" 00" co
CO
(M S 00

©
©

* 3

in
oo
CO

c 2 'O 5 m m m m in m O O m m
_ •4 © CM 04 CM <M 04 m O 04 r^.

H G © 43 l© 00 r—

1

'
V£J m vp 00

'O G 2,
—' vO vO 4^ On 04 >—1 co

g 04 04 04 CM CM 04 CO co co

Ph

'O On co On

O
© vp $ VO

H a ~

P

m m m m m in O O m m
G ca _ oj CM 04 CM 04 1/

)

0 04 Ox
t-. a; *—

<

^-1 vO m vO '00
— g: vO vo 0. ^-1 04 •—

>

G 04 CM 04 CM 04 CM co co CO

<
VO 4N. CO VO in 00 ON co

© CO On m 00 00 m vo 1/ i

£ , ,

in On M- m On 0
,

O CO, N
G T-H On 04 VO* O co c 04 CO CO"

C ON vp in in O' CO C^5 CO CO

0. . vp 00 ON O _ 04 CO 0- m
04 04 04 CM co co co co co co

© ON On ON On On On On ON ON OnQ
627

Ten

Years

520,189

.28346

1,835.128

1,301

.32517

4,001

$3,844

$2,440

$

1,269,400

$

2,001.877

$

705,777

Annual

Average

.

.

52,019

.28346

183,513

130

.32517

400

$3,844

$2,440

$

126,940

$

200,188

$

70,578

*

Prices

are

assumed

to

be

the

same

as

those

paid

by

the

Lehigh

&
New

England.



<n
Q

05

P

D cfi

3 bt

.2
-0

§
I

Cl

,—

1

CO CO op o CO m 8 04 m m
CM 4m. Cm M" ^ lO 4M. 00 •o CO
rq cq Ch iq vO O 4m co 04 CO,

t>T r—T cm" *t ‘5 88
of CO oo'

sf
co" co"

00 u-) vo VO vO On CO 4m

od

w
H

05

M
H
6
<
H
w
o
w
p
w
P
Ph

H
O

op
2

o
A

P4

o

o
CJ

P
o
£

H
(5

Q
£

05

X
H
£

<D
H
tD
o
U

s
U

Ph CD
Cft

p
A
CD

<;

MH
o

m
o
SH

5 yy 'Jr y>

eft On CO 00 tn CM GO m vp ,_H co

SH C
'O
0/ s ^ 1

CM
00
On a m 8 oo

im*
Im
VO,

CM
im.^

CM
00

,

CO
vO

G
00

a c$

be
c

C3
£ O' CM t VO" VO vO m © co" co" co" oo" T-H

£ 9 <H O
eft

C

G vO CM M* m O m m o CM CM
o
< bi

CJLi

o
o

c P w CM CM CM CM 04 04 T—' 1—1 CM CM CM
cm"

CM

<5 « P
69- yy yy

<v

as

be
<u

eft

a>
o a)

-A cO CM 00 O o m M" co 4M M* vO 00
4H
o

d
"ci

P
a>

‘o
as

oo

X On,
m
On
CM M-

$8
im
GO
oo"

m
CM
vo"

vO
Im
oo"

S
On"

m
co
o"

M"
»n
IM."

Im
04^
in

CMm
oo"

CO 2 be o P CO 04 00 co GO CO CM 00 M”
bl) o o as c II CM CM
bl

•<

O £ p <D
II

ClM ‘r-l

<1 C co- 09- yy

jz

"S

W
>
<D

c&

hJ

r
-

,_H VO co On 04 co m o co co
o o3

• m Cvj VO On ON o CM s ON in T—l r-H

1

s •< 9 O X M; CM Tj- M" I'N. 00 00 r>. T-H

.

co co
c
Eh

p P oi co co" CM ,—

I

, ,
(‘

r—t ,—

I

oi oi oi
be P yt
as

<i>
Cft

9 A
<*5 eft

O O' o CM CM

§
m CM m CO M" cf-

o c a o co ro r—

1

r—

i

On X ON in m
|

P PQ
'Gi 6 vO ON m CO co O p cq Ip M* p
p P CO CO co co" co co co" co" co cO CO co’

l 60

eft VO ON m m C^i cf CO vO VO 00 in
IO CO T“

<

co VO m G H- 00 co M" 8q 1 CM^ CO T-H vO CO, vq. o p. tM 1^ On

p in" CO oo" o" in" T ON co" co" On" On" o"

ii

vo OO ON m »-H 00 m m in M" O f-H

c*

W
e5

as

O
^ » tJ
to C S
A o o
2 H 3
2 3 ?

J*S
5

Cft 03 A m m in m m m O o m m M*
<y u O -—- oj 04 04 CM 04 m o 04 i^v ON On

H r- 0 rA lO r—< CX) T—1 T—

1

vO ViJ> m VO 00 r-H

'b A vo vo 1^ On T—l 04 T—

H

CO 00 00
O 04 CM 04 CM CM 04 co CO CO CO 04 CM

?? £
eft 03 i 00 VO 00 m O o op Tt
0 O0 vO VO vq 1^ CO t-H CO ON
O £ -

—

• 04 1^ 00 00 I>* 04 o 00 ON CM
H -tc

co" On" co" p M- oo" vo" 04
"

P 2 M- m co 04 ,—< r-H r-H r—l CO
o CO

CO

C4
0 OnO vO S VO

vO
00
04

co
M*

m
04

co

%
CO
CM

Tt*
CO

COX
"o3

d + CM CM in co On cf T-
t 00 CM„

a co" On' OO' 00
' O vo" co' co" Hfr m 04

"
CM"

II

CO

1^ O co VO 00 in m On CM CM

O’

W
£ 04 CM O) 04 04 04 04

cm"

CM

A -p> m in m in in m O 0 m m Cf
u 04 04 04 CM OJ m 0 04 4M On ON

TH r-H 00 T-H T—

H

vr; VO 4^ m vo CO
88 88rA VO vf; 1^ 1^ I-x On T-H 04 T-H CO

P 04 CM 0 4 CM CM CM CO co CO co 04 04

<
VO co O 4^ t-h m 00 co 0 CO VO 00

_ o> i^ 04 CO 3 in G
oS

00 CM IM CM
0 s CO, cq VO. cf CM 4m M; CO cq 04

H g rH
re

04
1^

'+
VO

04
1 ^

4^
4M. S r4 On

M- vO
Onm 04

'Ct* 3
VO

tA p

W
2
w

vO 00 On O .—

,

04 co rf m
CM 04 CM 04 co CO cO CO co CO
On On On On ON ON On ON ON On

c-H c-1

1

1

628

$ <u

> - £
- 2 u

2 £ = >

h h <



SECTION 11.

PROBLEMS OF THE DEPRESSED

ANTHRACITE COMMUNITIES

December, 1937





TABLE OF CONTENTS
PAGE

Equalization of Operating Time 663

Establishment of New Industries 636

Transfer of Surplus Workers 648

631



V?



PROBLEMS OF THE DEPRESSED
ANTHRACITE COMMUNITIES

Tlie adoption of the proposals, set forth above, in the

Report and Final Recommendations of the Commission, for

improving the mining and marketing conditions of anthra-

cite, would undoubtedly result in a marked increase in coal

production. This, in itself, by increasing employment among
the mineworkers, would do much to improve the distressing-

conditions existing in so many anthracite communities. At

best, however, it cannot be anticipated that the increase in

production will be sufficiently great or sufficiently rapid to

restore all of these communities to a condition where the

mines will absorb the approximately 150,000 mineworkers

now residing therein. Tn addition, the contemplated im-

provements iii mining technique and operating efficiency

will inevitably result in a decreased need for human labor

per ton of coal mined and also lead to a concentration of

productive operations in the lower cost mines.

For these reasons, it may be assumed that, at least for

a considerable period of time, there will be an excess labor

supply throughout the anthracite region, and those com-

munities where the existing mines involve, relatively speak-

ing, high operating costs, will very probably never recover

their earlier prosperity as long as their well-being is de-

pendent solely upon anthracite mining.

Here is a social situation which challenges the most seri-

ous attention. Several remedial proposals have been offered.

Of these, three are deserving of particular consideration.

Equalization of Operating Time

Equalization of operating time has been perhaps the most

insistent proposal of the communities most severely af-

fected by the closing down of particular collieries, and this

proposal has been frequently coupled with the demand that
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the offending companies he either compelled to reopen the

closed mines or to transfer their privileges to other groups.

In the prosperous days of the anthracite industry, it was-

the general practice of the operating companies to dis-

tribute production substantially equally among their col-

lieries. Thus, if for any reason demand dropped off, the

resulting idle time was shared by the employees of all of the

company’s collieries. This constituted a rough form of un-

employment insurance and met with the general approval of

the employees.

With the continuation of the sharp decline in the de-

mand for anthracite, beginning about ten years ago, certain

of the companies began the practice, hitherto uncommon, of

deliberately closing down their high-cost mines and con-

centrating production in the low-cost mines. This was a per-

fectly normal development of competitive business. It was
even justified by some as a humane practice, on the ground

that it was better for the employees of the operating mines

to secure fairly steady employment and steady income, than

it was to spread work so thinly that the earnings of all

workers were reduced to a sub-standard level. The effects

of this policy, however, were disastrous upon the communi-

ties affected. If, as sometimes happened, the sole mine of a

community, or the majority of the mines in a community,

were closed, the whole community, business men as well as

mineworkers, were doomed to more or less rapid starva-

tion, metaphorically speaking. Bootlegging had its origin

and principal development in places thus affected. But tins

was only one of the resulting evils. Homes were lost, prop-

erty values declined, banks were ruined, retail trade dwin-

dled to the sale of mostly bare necessities.

There can be little surprise that the communities thus

affected became desperate in their demand for greater

equalization of mine operation, or for some measures which

would either compel the operation of the shut down mines

or would require the sale of such mines to other interests

who would operate them. In some cases, local business men
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actually raised the necessary funds to purchase, or lease,

a closed mine on terms which would net an excellent return

to the owning company. These offers were rejected, just as

the requests for equalization were rejected, for what seemed

to be good business reasons. As regards the sale or lease of

shut down mines, the owner companies argued that this

would not help the general situation—that the demand for

anthracite was quite definitely fixed, and to reopen a closed

mine would reduce by that much the production and em-

ployment at other mines, aside from the fact that the min-

ing costs would be raised thereby and operating profits

would be further curtailed.

As regards the request for equalization, the mining com-

panies replied, in substance, as follows: “We must produce

as economically as possible, partly in order to meet our

competitors’ prices, but also because the cheaper we can

mine, the more we can sell, and, in the long run, increase

sales result in greater employment to the mineworkers as

a whole.’’ Assuming the accuracy of the operators’ state-

ments as to the savings effected by closing certain mines

(a point which has been questioned as regards certain op-

eration) this argument is also sound. Equalization would

benefit certain stricken areas, and this might be socially de-

sirable as a short time practice, but as a permanent practice,

and assuming no increase in market demand, it would un-

doubtedly result in an equalization on a low standard of

individual and community life.

This is particularly true as the equalization of mine oper-

ation which was demanded was concerned solely with equal-

ization as between the collieries of a particular company.

Tt did not contemplate an equalization as between com-

panies.

Similar conclusions must be reached as regards the sug-

gestion that an owning company be forced to sell or lease

its property rights when it is not able, or thinks it unwise,

to carry on mining operations itself. Such a requirement

would undoubtedly lead to the operation of many mines
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now closed, and tlie opening op of many new mines. It would
mean the restoration of free competition in an industry

which for a long time has been controlled in relatively few

hands. But, in spite of the evils of monopoly, or of partial

monopoly, there is no reason to expect that the introduc-

tion of more competition would help the situation. Indeed,

the experience of the bituminous industry would indicate

the contrary. That industry, where for many years competi-

tion was free and untrammelled, and where little capital

was necessary to start a new operation, had a record of ex-

ploitation, wage cutting and lack of profits which is prob-

ably unequalled in industrial history. It is only within the

past few years that the bituminous industry has begun to

stabilize itself, and this has been the result, not of competi-

tion, but of cooperation and coordination under the protec-

tion of Federal legislation.

Because of these considerations, equalization of operat-

ing time as a solution to the problems of the anthracite com-

munities must be rejected. As a temporary palliative such a

suggestion lias definite merits. As a permanent proposal, it

is not a solution at all. In order that the industry may be

made prosperous it is essential that mining cost be reduced

by making maximum use of the more economical mining-

areas.

Establishment of New Industries

The most hopeful, and also the most logical remedy for

the problems of the depressed anthracite communities is

the establishment of new industries to supplement coal min-

ing as a source of employment for the citizens. Is this pos-

sible? We believe that it is entirely possible if we fully

recognize the serious human implications of a negative

policv and approach the matter in a determined spirit.

li is, of course, no new idea for communities and even

states to encourage the establishment of new industrial en-

terprises within their borders. This encouragement has

usually taken the form of financial inducements such as

favorable tax rates, exemption from taxes for a certain



period, the granting- of free or cheap factory sites. The
practice has not always been conducted on wise lines. Often,

in their anxiety to secure new businesses, communities have

encouraged “sweated” or parasitic industries, which

proved a curse rather than a blessing. But, in general, the

practice was a sound one at bottom. To be healthy and vital

a community must have a certain community conscious-

ness. It must concern itself with having a sound industrial

life, just as it must concern itself with the physical health

of its citizens. It must seek to attract and keep desirable

industries just as it must seek to attract and keep desirable

inhabitants. It must seek to clean out undesirable industries

just as it must seek to clean out residential “slums”.

In the past, the anthracite communities, for the most part,

gave little thought to their economic future. They were

essentially dependent on a single industry, and during the

long prosperous years of that industry practically no at-

tention was paid to the building up of a more diversified

form of economic life. The situation was very much like

that in the cotton growing sections of the South when cot-

ton was “King.” Moreover, there existed in the case of

the anthracite region two factors more or less psychological

which deterred outside industrialists as a group from estab-

lishing plants in the region at their own volition. One was

the idea that the anthracite region was one of relatively

high wages; and the second was that the region was well or-

ganized at a time when so many industrialists were hostile

to labor unions. Both of these factors, however, are now
things of the past. Wages in the anthracite mining region

are no longer particularly favorable as compared with

other industries employing male labor. And the idea of

labor organization is now becoming generally accepted as

a matter of public policy and as a part of normal business

practice.

These changes would on the whole seem to make it less

difficult now to build up new industries in the anthracite

region than it would have been even a few vears go. But
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to accomplish this objective it is necessary to have a defin-

ite program of procedure. Such a program should assume
that much of the responsibility should be borne by the af-

fected communities themselves, but only the State can

furnish the necessary direction and provide the necessary

legislation. The problems are too great for the communities
acting individually.

New Policies Needed.

it may be objected that the carrying out of a rehabilita-

tion program would require a changed policy on the part

of the State toward industry and toward community af-

fairs. This is true in part, although if would be more cor-

rect to say that what is needed is an expansion of existing

policies, such as were acknowledged in the act creating

the Pennsylvania State Planning Board. That act, in itself

was a recognition of the fact that, under existing condi-

tions, the State is vitally concerned with community wel-

fare and can no longer adopt a hands-off policy.

When this country was in its pioneer stage, with vast un-

developed land resources, the “abandoning” of a town or

a section could be justified very often on the ground that

the inhabitants could secure better and happier homes in

the newer, undeveloped areas. This is no longer true. The

population of most of our states, as is the case with Penn-

sylvania, is pressing upon the available resources. We can

no longer afford to be prodigal even with the surface of the

land. Every responsible government now recognizes this

fact, and the universal movement towards the conserva-

tion of natural resources does not deal solely with mineral

deposits, and forests and the prevention of erosion. It con-

templates also the conservation of all economic and human
resources and considers flic best ways in which these re-

sources may be made use of.

In the past the State has not sought, at least in any large

way, to interfere with, or direct the economic and social

life and development of communities or regions. But in

the past there was no need for such interference. By and
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large, over the whole period of its existence, Pennsylvania

has grown steadily in its industrial life, and while the

growth has not been entirely uniform in all sections, no

particular section has suffered a decline. Now, we are con-

fronted with a situation in which a very large area of the

State is faced with the threat of industrial decline and so-

cial deterioration. It would seem that such a situation justi-

fies the adoption of a new attitude toward government—an

attitude which would regard the welfare of the State as a

unit. This is not paternalism, nor is it purely human-
itarianism. It is simply a frank recognition of the fact that

no state can he fundamentally sound and strong if any large

section of it is unsound, and that, under such circumstances,

it is the duty of the State to do anything it reasonably

can to assist the unsound section to cure itself of its ills.

In the July, 1937 issue of “Pennsylvania Planning,” pub-

lished by the Pennsylvania State Planning Board, an ac-

count is given of various planning laws, enacted by the 1937

legislation and sponsored by the Board. These laws deal

with such topics as rural electrification, county zoning,

township zoning and better housing. All of these represent

efforts to deal in new ways with new social problems. Sim-

ilarly, mention may lx* made of a very comprehensive re-

port of the Pennsylvania State Planning Board published

in March, 1937, under the title of “Problem Areas”, dealing

with the submarginal agricultural areas of the State. It is

pointed out that in over one-fourtli of all the land in Penn-

sylvania the productivity of farming is so low that it can-

not support the cost of the necessary governmental services,

nor maintain adequate living conditions for their inhabit-

ants.

Every finding of that report applies in essence to the de-

pressed anthracite communities. These also are “problem

areas” although problems of the farming and industrial

areas do not necessarily require exactly the same solution.

In the case of submarginal farming areas the best solu-

tion in many cases is no doubt to turn the land to other
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uses. In the case of the depressed anthracite communities

the best solution is to turn the man power of those com-

munities to other uses.

Outline of Program.

Accepting the soundness of this viewpoint, the practical

question then arises as to the procedure which should he

followed. At this time, sufficient information is not available

to permit the drafting of a detailed program, but the fol-

lowing is submitted as indicating a line of approach:

1 . A comprehensive survey of the whole anthracite re-

gion to determine primarily what types of industrial dev-

elopment are best suited to the region. This survey might

well be carried on under the direction of the State Planning

Board, and could no doubt be done in large part through ex-

isting agencies, with the cooperation of the state-aided col-

leges and technical schools. The assistance of the scientific

and technical agencies of the Federal Government also

could no doubt be enlisted.

2. The establishment of a special state commission to

supervise and direct whatever plans may be devised for

the rehabilitation of the depressed areas.

3. The establishment of local development boards in

each of the important communities or sections; these boards

to consist of local representatives of the business, labor and

professional groups, and to cooperate with the state com-

missions in both the planning and the carrying out of plans

affecting their particular localities.

4. In attempting to establish new industries in the areas

where they are found to be needed, nothing should be done

which would injure outside areas by attracting established

industries therefrom. This would be merely “robbing Peter

fo pay Paid.” But new industrial enterprises are being

constantly started in Pennsylvania, and it would be per-

fectly proper to encourage these new enterprises to estab-

lish themselves in the anthracite areas. Indeed it would be

a vast social gain if newly established plants and industries

could lie directed away from the larger cities of the State.
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5. The encouragement needed would, in some cases, al-

most certainly involve some financial incentive. This might

take the form of favorable taxes, free or low cost land sites,

and, even monetary loans for reasonable periods. Also the

possibility should be considered of having community fac-

tory sites, properly equipped with power, water and other

conveniences, which could be let at low rentals to small

manufacturing enterprises.

6. Supplementing the primary task of encouraging new
forms of industrial development, the Commission, with the

assistance of the local boards and of any other available

counsel, should canvass the situation with a view to de-

veloping other means of improving the economic strength

of the depressed areas. Here many possibilities suggest

themselves, such as

(a) Establishing more of the State institutions of

various kinds in these areas;

(b) The use of more anthracite coal by public in-

stitutions;

(c) Creation of more parks and forest ranges within

the anthracite region and giving employment therein

to local people;

(d) Establishment of small farms and homesteads

especially for older miners with some farm experience.

(e) Construction of various public works, which

would be of economic benefit to the region and would

also make the region more attractive as a place of

residence. In this connection, the cleaning up of the

culm banks could be put first on the list of desirable

public works.

B rit ish Exp e riencc .

1

In drafting the above proposals the experience of Croat

Britain in dealing with its depressed areas, was kept in

mind.

1. Unless otherwise noted, this description of the Special Areas Act and
its operation is based on an article in the Monthly Labor Review of the U. S.

Bureau of Labor Statistics for April. 1937 : the official reports of the com-
missioners for the Special Areas ; and a special statement relating to the
Special Areas presented to Parliament in March, 1937.
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As Great Britain began to emerge from the severe de-

pression of the late twenties, it soon became evident that

certain sections of the country were not participating in

the recovery. In large part these sections to which the term

“Special Areas” has been applied, were centers of the

heavy industries, the South Wales coal fields being an out-

standing example. Due to changes in demand and markets

for coal, these Welsh coal fields had experienced long con-

tinued unemployment of a large part of the population.

As in the anthracite fields of Pennsylvania there was a

general absence of employment other than in coal mining,

and it was generally agreed that there was little hope of

any important increase in coal production in the predictable

future.

In 193-1, on the basis of the findings of a government in-

vestigation, Parliament enacted legislation designed to pro-

mote the development and improvement of the Special

Areas.

This legislation deviated deliberately from ordinary par-

liamentary forms in order to meet extraordinary needs. In-

stead of defining policies and procedures, the act created

two independent commissioners of special areas, (one for

England and Wales and one for Scotland) and granted to

them wide discretionary powers. The objective, as brought

out in the debate on the bill, was to create an agency that

would be free to experiment on a large scale in the effort

to find a solution to known and recognized problems.

The function of the commissioners was to initiate, or-

ganize, prosecute, and assist measures designed to facilitate

the economic development and social improvement of speci-

fied districts in Great Britain. The commissioners were re-

quired to make recommendations for the removal of ob-

stacles to rehabilitation, and to cooperate with national and

local governments, voluntary organizations, and other

bodies working toward the same ends. Definite powers were

assigned in connection with the initial fund of 2,000,000

pounds that was placed at their disposal. These included
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the right to acquire land, hy condemnation if necessary,

to provide financial assistance to any undertaking carried

on with the primary purpose of providing employment, and
to give grants-in-aid to public or private agencies engaged

in activities the main purpose of which was the furnishing

of employment or relief in the special areas.

The commissioner for the special areas in England and

Wales submitted his third report in October, 1936. The re-

port in part reviewed his activities during the entire period

since the passage of the act, as well as giving an account of

the work of the year 1936. It also contained the conclusions

and opinions of the commissioner on problems relevant to

the continued depression in the designated areas. Based on

his experience in the administration of the act, he presented

recommendations and suggestions which, in his opinion,

should guide further efforts at rehabilitation.

His chief emphasis was upon the undesirability of the

continued concentration of new and expanding industries

in and around Greater London, a tendency which he main-

tained should be brought under governmental regulation.

He contended that some degree of control was necessary,

in the interest of the entire country and of London itself

as well as of the special areas. These districts would, he

hoped, benefit both directly and indirectly from a more

even distribution of productive enterprise. He recom-

mended that a determined attempt should he made hy

means of State-provided inducements to attract industry

and business to the special areas, and he included among
possible methods that of granting subsidies to private en-

terprise. He carried that point further by enumerating cer-

tain industries that should he set up, and suggested a de-

gree of State control for some of them. Public-works proj-

ects which had been part of the original plan but which had

not been undertaken were still urgently needed. These in-

cluded the reclamation of an important harbor, the con-

struction of a bridge which would give improved access to

South Wales, the development of arterial highways and
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communications in other areas, and the establishment in

South Wales of a national park of the type which has been

so successful in the United States.

The commissioner retained his belief that assisted migra-

tion should he incorporated in the special-areas program.

To that end he recommended the establishment of cottage

homesteads in prosperous districts in which to settle se-

lected families from the depressed areas, and the expansion

of the movement toward settling unemployed workers on

the land.

The conclusion of the commissioner was that preferential

treatment, involving unconventional principles, is still re-

quired for the special areas.

The initial fund of 2 million pounds was increased by a

grant of 3 million pounds in 1936 and a further grant of

3/ million pounds was included in the Budget Estimates

for 1937. In the total, therefore, Sfb million pounds

—

equivalent to about 42y2 million dollars—was appropriated

for the use of the special areas commissioners during three

years. In March, 1937, the Ministry of Labor stated:

“Up to the present time the work of the Commis-

sioners has fallen broadly into two parts. On the one

hand, they have been concerned with the social im-

provement of their areas, and, on the other hand, they

have been at the same time engaged in creating con-

ditions that would facilitate the revival of industry in

them, and, in particular, would pave the way for the

introduction of those new industries which are needed

to broaden the economic basis and secure the develop-

ment of their industrial life.

“Public Health, Social and Other Services.

“During the period that has elapsed since the pass-

ing of Act much lias been done under both these heads.

Commitments have been entered into to give assistance

towards the execution of Public Health Works amount-

ing, in England and Wales, to 2,900,000 pounds, while



similar commitments in respect of welfare services

amount to 675,000 pounds. Schemes of land settlement

have been undertaken, covering over 2,000 families and

involving a commitment of over 2,000,000 ppunds, while

over 2,500 individuals have been established on smaller

part-time holdings. Moreover, the Forestry Commis-

sion have prepared, on the Commissioner’s recommen-

dation, a supplementary scheme in England and Wales

for the planting of 200,000 acres which will provide

employment for 2,000 workers yearly and the perma-

nent settlement of 1,000 families on forest holdings.

Work on the first instalment of this scheme, at an esti-

mated cost of 1,650,000 pounds, is now in hand.

“Development of Industrial and Shipping Facilities.

“On the industrial side the Commissioner for Eng-

land and Wales has cooperated with local Development

Councils, where they already existed, and has assisted

in their establishment in other parts of the areas. At-

tention has also been given to the improvement of in-

dustrial and shipping facilities hv schemes of site

clearance, the provision of dee]) water quays and

schemes for the improvement of navigation. The Com-
missioner is now committed to an expenditure of nearly

225.000 pounds on site clearance schemes, and over

500.000 pounds on the improvement of shipping facil-

ities.

“Trading Estates

“In order to test more fully the extent to which in-

dustries of a lighter type could he attracted to these

areas it was decided to make an experiment in the es-

tablishment of Trading Estates such as are to be found

at Slough, Trafford Park and elsewhere. The first of

these Estates was set up in August 1036 on a site in

the Team Valley near Gateshead. It is managed by

North-Eastern Trading Estates, Limited, a company
not trading for profit and financed by loans from the

Special Areas Fund. The results of this experiment
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have proved most encouraging, and by the 31st Jan-

uary, 1937, 196 inquiries for accommodation had been

received, including definite orders for 18 factories. A
second Company, on the same plan, in South Wales se-

lected a site in November, 1936 at Treforest, not far

from Pontypridd. Two factories are being built to

order, and a number of other inquiries have been re-

ceived and are now under examination.”

This brief extract relative to the work of the Special

Areas Commissioners deals with only a fraction of their

activities. It is quoted as suggestive of the way in which

Great Britain sought to attack the problems of its depressed

area, and, in doing so, frankly abandoned its early policy

of not interfering with local and industrial affairs of this

character. In other words, the situation in these areas was

recognized as so acute as to require not only a new govern-

mental policy, but also to justify various experiments in

the hope that some of them would be successful.

Information is not available to us as to the exact meas-

ures of success which has been met with under the admini-

stration of the Special Areas Act. In any case this legisla-

tion has been in existence for a period of only about three

years, and, from the nature of the disease, no prompt cure

was anticipated of particular pertinence to the anthracite

situation is the experience of the Special Areas Commis-

sioners in encouraging the establishment of what are

referred to by them as “Trading Estates.” A “trading-

estate ” is a commercial acreage on which are built, for lease

at moderate cost, a number of small factory buildings, with

arrangements for power, light, and the other necessary con-

veniences for carrying on light manufacturing.

An article in “Industrial Britain” for June, 1937, would

indicate that one at least of these trading estates was meet-

ing with considerable success. According to this article:

“More than thirty factories have now been arranged
for on Government-aided Team Valley trading estate

at Gateshead-on-Tyne. When completed these factories

should employ between 3,000 and 4,000 workpeople and



when the whole of the estate, which covers 700 acres,

is full ten times that number should be employed. It is

not anticipated, however, that the estate will be fully

developed for twenty or thirty years.

“Although work on the laying out of the estate was
only begun seven months ago, three factories are al-

ready taking in machinery and ten more are in various

stages of construction. Industries which are wanted
and are being attracted onto the estate are of the
‘light’ and Might heavy’ type. Among the industrial-

ists already coming to the estate are makers of confec-

tionery, laminated glass and rugs, of cycle lighting ap-

paratus and electric wiring. Products of other factories

will be pies and sausages, glass bottles, packing boxes,
bakelite, motor bodies, furniture and clothing.

“The size of the factories taken so far ranges from
20,000 to 1,500 square feet. These 1,500 square feet

factories are a special feature of the estate, to encour-
age the small man. A certain number of standard 6,000
square feet factories are being built and divided into

four sections of 1,500 square feet each. These are being
offered at one pound a week each all-in, that is, includ-
ing rates, lighting and central heating. They are re-

garded as nursery factories and are let in the hope
that the small industrialist will prosper, expand his

business and occupy a greater site in a few years.”

We have no first-hand information regarding the success

of these British attempts to improve conditions in the so-

called Special Areas. The available comments in various

British journals and reports would suggest that, as so often

happens with programs of social improvements, the results

have been more successful than the pessimists anticipated

and less successful than the optimists anticipated. The con-

servative London Economist, in editorials in its issues of

October 31 and November 7, 1936, expresses disappointment

at the “meager results” achieved but considers that this

was due in large part to the fact that Special Areas com-
missioners were not given sufficiently broad powers, and
suggest various plans which it believes would result in a

more rapid establishment of new industries in the depressed

areas. In other words, the criticism made is directed to the

CA7



details of administration and not to the desirability of the

plan itself.

Transfer of Surplus Workers

A third proposal for remedying the evils of a surplus

population in various anthracite communities is to transfer

the unwanted workers to other communities and, if neces-

sary, to other employments.

Transfer in Mass Movements.

The idea of transferring surplus workers from depressed

areas constituted part of the National Recovery Program
initiated hv the Federal Government in 1933. The develop-

ment of the idea took two forms: one, usually referred to as

the Subsistence Homestead program, was concerned with

industrial workers; the second was directed to the removal

of farming populations from sub-marginal areas to produc-

tive land elsewhere. The farm settlement projects were, and

are, of very great importance hut they are not pertinent to

the problem of the anthracite region. The subsistence

Homestead idea is, however, very pertinent, as it had for its

objective the particular kind of situation which exists in

the anthracite region—namely, the care of excess working

populations in highly industrialized areas. Indeed, the an-

thracite region was one of the regions in which preliminary

surveys were made by the Subsistence Homestead Admin-

istration with the object of inaugurating homestead proj-

ects.

The primary purposes of the Subsistence Homestead pro-

gram was lo remove groups of industrial workers from de-

pressed areas to specially built communities, in which the

residents would have sufficiently large garden plots to raise

most of their food supplies but would have to depend for

cash income on employment in nearby factories or other

business undertakings. The houses were to he sold to the

residents, but the Government was to assist in the transfer

of the persons concerned, in the construction of the houses,

and in providing easy financing, and in general was to have



supervisory control at least during the formative period.

It is too soon, and this is not the place, to pass judgment

upon the success of these projects. In any case, it must he

remembered that they were intended as experiments, that

they were undertaken rather hastily in a period of profound

depression, and that there is no reason to assume that cer-

tain alleged mistakes and deficiencies would he inevitable

under more normal circumstances. The large number of ap-

plicants for membership with Homestead undertakings dem-

onstrated one important fact—namely, that there are many
individuals and families in depressed areas who are per-

fectly willing and glad to participate in an experiment in-

volving new surroundings and a new way of living.

In more normal times it is possible that the Subsistence

Homestead might be applied on a limited scale to the an-

thracite region. But it is unlikely that it could he applied

on a very large scale if for no other reason than the heavy

investment required.

Training and Transfer of Individual Workers.

Let us turn now from the problems of transfer by mass or

group movements, to those connected with the transfer of

individuals from one community and employment to an-

other community and another employment. In the first

place, it is clear that in the case of the anthracite workers,

such shifting must be to other employments. The only in-

dustry similar to anthracite mining is bituminous mining,

and there is certainly no surplus of jobs in bituminous min-

ing at the present time and no indication that there will lie

in the predictable future.

Therefore, any transfer of anthracite mine workers lo

other communities would necessarily involve a change of

occupation. But this, while difficult, is by no means im-

possible. Experience in coal mining is undoubtedly a good

all-around training in both manual dexterity and mental

adaptability—qualities which form an excellent equipment

for any type of work. American life is still quite fluid and
occupational changes by no means infrequent. Many an-
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thracite communities are long established, and the inhab-

itants have come to think of mining as the normal way of

making a living. But events of recent years, particularly

the use of the automobile has broken down much of the

earlier local attachments and local traditions and there is

no reason why the mine workers, especially the younger

generation, should not readily adapt themselves to other

employments in other communities. The real impediments

to a more active migration are of quite a different charac-

ter—namely, the fact that unemployed mine workers do not

know where to go to secure employment, and the equally

important fact that, because of long unemployment, they

do not have the reserve funds necessary for traveling and

maintaining themselves in another community while look-

ing for work. Under these conditions, a search for a new
job is liable to develop into a form of hoboism, which is bad

both individually and socially. For these reasons it ap-

pears that if there is to be a normal transfer of any consid-

erable* number of workers to new fields of employment, it

must be under public direction.

Again the experience of Great Britain is very instructive.

Some ten years ago, the British Government, faced with the

same problem of a surplus mine population, established an

Industrial Transference Board to coordinate existing trans-

fer policies and to work out plans for more effectively ac-

complishing the purpose in mind. The main lines of the

British program, briefly summarized, are as follows:

1. Restriction upon the entry of new employees into the

coal industry, by giving preference in employment to

mine workers who prior to a fixed date were em-
ployed in that industry. This is a necessary protec-

tion in any intelligent transfer program, as other-

wise, the program might be made entirely ineffective

by the entry of new employees.

2. The establishment of schools and centers for the

training of unemployed mine workers in new forms
of work, the training period being directed to the

physical and, where necessary, to the mental re-

mo



liabilitation of persons who because of long continued

idleness have lost their physical fitness and often

their morale.

3. The granting of allowances (often in the form of

long-time loans) to assist the worker in his training

period, in his transportation to a prospective job, and
in his maintenance while getting settled in his new
job. In the case of married workers, moving to an-

other community often means the maintenance of

“two homes’’ until he can get settled and readjust

his affairs. The allowances for these purposes are

looked upon as in the nature of unemployment in-

surance payments.

-1. Cooperation of the public employment exchange sys-

tem, so that prospective opportunities for jobs are

notified to the appropriate agencies.

5. Special training courses in typing, domestic service,

and other appropriate occupations for women and
young girls.

The whole program is apparently directed primarily, al-

though not entirely, to the younger members of the com-

munity, who are more adaptable and more readily trained

to new employment than are the older workers. Indeed,

one of the objects of the program is to protect the older

miners in their old jobs, to which they are accustomed and

in which they are most valuable.

According to the report of the Ministry of Labor of Great

Britain, 7,205 persons completed training in the 9 centers

during the year 1935, and 7,059 or some 98 per cent, se-

cured employment. These figures covered other areas than

the coal districts but are significant as showing the success

of the program and the possibilities inherent in a well

rounded plan of training and placement.

It may be objected to such a proposal that to train

workers for jobs in other communities would merely mean

the displacement of the local workers in those communities.

There is no force to this objection, if the proposed policy

is carried out on an intelligent basis. In a developing state,
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sue! t as Pennsylvania, new industries are being constantly

started, very often in small communities, where there is

no native labor force to furnish the needed workers. These

workers are necessarily brought from other communities.

Also, even in large cities, such as Philadelphia or Pitts-

burgh, there is often a deficiency of labor of a particular

skill. The reports of the U. S. Employment show that thou-

sands of workers are being transferred across state lines,

and often very long distances, to meet the demands of par-

ticular industries for special types of workers. In addition,

in spite of the limitations placed upon foreign immigration

by the Federal Quota Acts, many thousands of foreign

workers come each year to the U. S., and the number will

increase as economic conditions improve. Landing, as most

of them do, at the port of New York, a large proportion

seek employment in Pennsylvania.

There is no doubt that a similar program could be applied

to the anthracite region of Pennsylvania. In itself, it is not

a really satisfactory remedy for the situation, such as would

he the establishment of sufficient new industries to take up

the slack in employment. This is so, because the transfer of

workers from depressed areas would probably affect largely

the younger and more active members, and thus weaken still

further the physical health of the communities concerned.

Also a decrease in population would mean a still further

decline in commercial and business life. Nevertheless, at a

time when it is important to explore every possible means

of remedy, a well planned program for the intelligent train-

ing; and transfer of workers should by all means be adopted.

Under the most favorable conditions there is bound to be

considerable migration from the depressed areas, and un-

directed migration, as already noted, almost always pro-

duces unhappy results, from the standpoint of the public

as well as from that of the individual.














